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CONSTITUTION 

Adopted i 894 



Article 1. — This association shall be known as the National Con- 
vention of Insurance Commissioners. 

Article 2. — Its membership shall consist of the commissioner, 
superintendent, or other official who by law is given charge of in- 
surance matters in each State or Territory. Provided^ however, that 
such official may delegate as his representative, any person officially 
connected with his department, who is wholly or principally em- 
ployed by said department, and who is a legal resident of the State 
wherein the department is located. [As amended by Thirty-Second, 
convention in 1901]. 

Article 3. — No person having any connection with an insurance- 
company, except as a policy-holder, shall be a member of this asso- 
ciation. [As amended by Ihirty-Second convention in 1901]. 

Article 4. — The officers of the convention shall be a President, 
Vice-President and Secretary, and an Executive Committee, con- 
sisting of five members and the above-named officers, all of whom 
shall be elected by ballot at the annual meeting. But no person 
shall be eligible for the office of President whose term of office shall 
definitely expire before the assembling of the annual convention 
subsequent to his election. [As amended by Thirty-Third conven- 
tion, 1902 J. 

Article 5. — The duties of the several officers shall be such as 
usually devolve upon those holding like positions. The Executive 
Committee shall make arrangements for the annual meeting, and in 
case of a vacancy in any of the offices, fill the same until the next 
annual meeting. 

Article 6. — The annual meeting shall be held at such time and 
place as may be designated by the previous convention, and the 
Executive Committee is authorized to change the same in case of 
emergency. 
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Article 7. — ^As soon as convenient, after the annual session, the 
President shall appoint the members of such committees as may 
have been authorized by vote of the convention, and the Secretary 
shall immediately notify each member of his appointment. 

Article 8. — The convention shall be governed by the ordinary 
rules of parliamentary practice. 

Article 9. — Commissioners or superintendents, or other oflacials 
in charge of insurance matters, who have been meml^rs of the con- 
vention, may, upon retiring from office, be chosen honorary mem- 
bers, without the right to vote, by a two-thirds vote at any session. 
[Amended, 1895, by addition of the following: Any supervising in- 
surance official may, at any session, be elected an honorary member, 
by a similar vote, and all retiring Presidents of the convention shall 
be honorary members thereof.]. 

Article 10. — Communications to the convention, verba] or writ- 
ten, shall be heard by or referred to the appropriate committee, 
which shall thereafter report to the convention. 

Article 11. — This constitution may be amended, and any article 
therein may be suspended at any time by an unanimous vote at any 
regular meeting, or by a two-thirds vote of the members present and 
voting, notice thereof having been given at a previous session. 

Article 12. — All previous constitutions are hereby repealed. 
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FIRST DAY 

MORNING SESSION. 

The Thirty-third Annual Convention of the Insurance 
Comimssioners of the United States was called to order by the 
President, Hon. W. H. Hart, in the North Supreme Court 
Chamber, State Capitol, Columbus, Ohio, at the appointed 
time. 

The President: I 2:enerally like to teU the truth where it is 
about as convenient as not to tell the truth. I promised one 
of the members of this Association that I would not call this 
convention to order until he was here; but I find I must dis- 
appoint our absent member or disappoint this convention, so 
I will take the risk of putting myself in disrepute and allow 
the business of the convention to proceed. 

First in order is an address of welcome from the Governor 
of Ohio— Governor Nash. (Applause.) 

Governor Nash: 

Mr. President y Ladies and Oentlemen: I understand that I have 
before me the gentlemen from different States of this Union who 
look after the interests of the people in an official way, in con- 
nection with the insurance companies of this country. 

I take pleasure in bidding you a hearty welcome to the State of 
Ohio. It gives me pleasure because I understand that you are here 
for the purpose of comparing notes and arriving at a better under- 
standing as to how you can perform the duties relating to your 
several offices to the best advantage of the people. The duties 
which you have to perform are important and you can perform 
them in such a way as to make your several offices very beneficial 
to the people of this country. The business now transacted by 
the insurance companies is very large, and if it is conducted for 
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the benefit of the people, the insurance companies of this country 
are very useful to the public at large. As tending to show how 
important this business is, I am informed that the total revenues 
or receipts of the fire insurance, companies in the United States 
last year amounted to about one hundred and fifty-six million dol- 
lars, and of the life companies to nearly three hundred and sixty 
million dollars. In this State the fire companies collected as pre- 
miums something over nine million dollars and they paid back 
to the people of Ohio, on account of losses, something over five 
million dollars. The life companies collected from our people 
over eighteen million dollars, and made return on account of death 
losses of over seven million dollars. Now, this constitutes a very 
important matter, not only to the people of Ohio, but to the people 
of the United States. These companies afford protection to property 
and they afford protection to widows and orphans who suffer on 
account of the loss of their protectors. No one can estimate how 
much good these companies do to all the people of Ohio and all 
the people of this country when their business is honestly trans- 
acted. It gives me pleasure to make the statement that it is my 
belief that it is the aim of reputable fire insurance companies and 
of reputable life insurance companies to perform their duties hon- 
estly, uprightly and for the benefit of the people. On the other 
hand, there are some people engaged in the insurance business who 
do not look upon the obligation which they owe to the people in 
this way; and therefore it is necessary that the different States 
should have superintendents of insurance to see that the laws- 
are fairly, equitably and honestly executed. Such a body I have 
before me this morning. I believe you are assembled for the pur- 
pose of acquiring information so as to better perform your duties. 
Such representatives, I welcome to the capital of Ohio. 

I hope you will have a very pleasant time while you are here, 
and there is one favor, in this connection, which I wish particularly 
to ask from you. If the present Superintendent of Insurance of 
Ohio does not see to it that you do have a pleasant time, I wish 
you would report the fact to me and I will take his head off to- 
morrow. (Applause and laughter.) 

Gentlemen, I bid you welcome. (Applause.) 

The President: The greeting will be responded to by the 
President of one of the strong and aggressive companies of the 
Middle West, Hon. John M. Pattison, President of the Union 
Central Life Insurance Company of Cincinnati. 
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Mr. Pattison responded as follows: 

Mr. Chairman and Gentlemen: You do me honor by asking me 
to represent the insurance interests of Ohio, not, perhaps, because 
I am the oldest insurance man in the State, but because I have 
the honor to represent the largest institution of either life or 
Are insurance. On this occasion, however, I represent all insurance 
interests, both life and fire, and every insurance that exists in 
our midst, and as such representative, I take great pleasure in 
giving you, the commissioners and superintendents of the various 
States of the Union, a most cordial greeting. 

These various companies organized in Ohio, including all those 
of other States, represent in life insurance, in ordinary life and 
industrial, nearly a million of our citizens, and the amount of 
insurance carried by them is over five hundred million dollars 
($500,000,000.00.) Those of the fraternal societies amount to over 
two hundred thousand (200,000), with insurance of over two hun- 
dred and sixty-two million dollars ($262,000,000.00); and in fire 
insurance there was in Ohio alone at the close of 1901, eight hun- 
dred and ninety million dollars ($890,000,000.00) of property In- 
sured and carried by the various companies located In Ohio and 
by the citizens of Ohio and amounted to ten million dollars 
($10,000,000.00). 

In behalf of all these various companies of our State, and In 
behalf of all the citizens of Ohio, who are Interested In all kinds of 
Insurance, I welcome you. We are pleased that you have honored 
our great State by your presence, and we trust that of all the good 
and profitable meetings of your Association, this may prove to be the 
best. 

Ohio Is a great State In which to settle and adjust all your 
differences. We are neither East nor West; neither North nor 
South. Its early settlers comprise some of the best people of far- 
famed New England, also the best of the great families of old 
Virginia, and from Ohio went forth in large numbers Its sons as 
pioneers to fill up the great West. We can therefore properly say 
that the great State of Ohio Is more East than any other Western 
State; more West than any other Eastern State; more North than 
any Southern State, and more South than any Northern State; 
CO you see why Ohio has claimed so many things during the last 
two or three decades. Representing as we do all the four great 
sections of the country, we were obliged In case of a doubt to 
claim everything for Ohio, and while we acquiesce In the will of 
the people in the present choice of the Chief Magistrate, since the 
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martyred McKinley whose loss a nation still mourns, we trust 
that when the first or second term shall be filled by our now honored 
President, that Ohio may again be called upon. Of course, if it 
should happen at that time that the State of Pennsylvania should 
present one of her aons for so distinguished an honor, I know 
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policy holders, both the commissioner and the president should 
have the same duty at heart, viz., the interests of the policy-holders. 
While upon this subject I think you will pardon me if I express my 
honest and firm belief, when I say that the interests of your 
wards and the interest of our wards, demand a radical change in 
the laws of the various States that now make such unnecessary 
and unbusinesslike exactions on the insurance interests of the 
country. This is not the place nor the time to express the views 
that now possess every conservative insurance mind against the 
unnecessary expense incurred by some companies, and the still 
worse and criminal action on the part of others in securing a large 
portion of their business by selling their policies at a discount 
of from 25 per cent to 90 per cent, and even this is more than the 
policies of some of these companies are worth. The public, I trust, 
will soon come to understand that insurance, like any other ar- 
ticle, when sold below the market price, is because the article is 
below the standard value. This discrimination made to part of the 
members of any company, is a gross injustice to all the other mem- 
bers, and this practice on the part of some of the companies which 
have heretofore been considered respectable, should be stopped; 
otherwise, the public sbo>jld have the condemnation of the various 
insurance commissioners, giving names of such institutions thus 
made unworthy of public confidence. 

There is another thing that has been weighing on the minds 
of a great number of thoughtful insurance men, and their number, 
I am glad to say, is growing, that is, the need of a national de- 
partment. This is not intended to do away with the present State 
departments, but to augment them in the supervision of these 
great interests. I wish it were possible that the State of Ohio 
might have the honor of being the place where some decided 
action was taken by >our important body to bring about this much 
desired and much needed advance. This additional safeguard for 
the benefit of making still more secure the interests of over sixteen 
millions of citizens who now carry policies of insurance amounting 
to the immense sum of about ten thousand millions of dollars, 
is a duty that is pressing upon you and upon all guardians of 
these great interests, and cannot be much longer postponed. 

You who are here today, unfortunately will be asked to step 
down with one or at most with two terms of office, so while you 
are in office, in my opinion, you could not do a better or a wiser 
thing in behalf of the great trust now in your keeping, than to 
recommend to Congress the enactment of a law making provision 
for a national department for the supervision of all kinds of 
insurance, to take effect as soon as the department could be made 
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ready, not later than January 1st, 1905. Such a department to 
supplement the various State departments and to control in all 
matters and all companies doing business outside of the State 
in which they are organized. Such a resolution passed by your 
body would have the approval of all the agents, all the under- 
writers' associations, and would be hailed with satisfaction by the 
multitudes of policy-holders in all parts of the country. It will be 
for the greater safety and more certain future of the great life 
institutions of the country. It would also be a proper recognition 
by you of the business of life insurance that represents over ten 
thousand millions of insurance, with more than sixteen millions 
of persons insured, with an equal number of wives who will one 
day bo widow?, and from two to five times as many children who 
will one day be orphans; in all, perhaps more than fifty millions 
of citizens of the United States, and all interested in the future 
and the continued success of these great companies; it will also 
be a proper recognition of all the other kinds of insurance, and 
especially of fire insurance, whose interests amounting to over 
seventeen thousand millions, are almost too stupendous for the 
mind to grasp, but the importance of which cannot be under- 
estimated. 

I agiiin, in behalf of the insurance people of Ohio, bid you 
welcome, and trust your stay will be pleasant and your work most 
profitable, and when you leave, if you do not regret that you were 
not born in Ohio, I hope you will have had such a good time that 
you will have only the warmest feelings and kindest recollections 
of our great State. 

The President: Hon. Lloyd Wilkinson, of IMaryland, Avill 
respond to these addresses of welcome. (Applause). 

Mr. Wilkinson : 

Ladies and OenUvnicn: Before I attempt to respond to the 
addresses of welcome, I desire to thank you, Mr. President, for 
the very high honor accorded me in selecting me as the mouth- 
piece of this convention. I should wish, however, that it might 
have been conferred upon one who could do it more creditably 
than I can do it. 

There is no question in my mind that the visit to Columbus 
will be one which every commissioner here will remember. I 
would have believed it had I not heard the address of welcome of 
the Governor; but having heard that, I cannot help but think we 
will be treated in such a way as to cause all to remember this 
occasion. I am satisfied that we would have had a pleasant 
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time had I not heard the Governor say that the visiting commis- 
sioners had to be pleased else the head of the commissioner from 
Ohio would be taken off; but having heard that, I am satisfied you 
will have one of the pleasantest times of your lives. Having held 
oflace for the past two years, we know your commissioner will make 
An extra effort to "hold on." (Laughter.) 

As to Mr. Pattison's proposition that Ohio will claim the next 
succession to the Presidency, or that in the event that Ohio cannot 
^et it, he is willing that a f.entleman of the same name in Pennsyl- 
vania shall have it — I want to give notice now that Maryland, 
though she has not in the past had the honor of filling that posi- 
tion, expects in the next national contest to enter the race, and 
put a Marylander in the presidential chair. Thus will she make 
a beginning and may in the end be classed with Ohio as a "mother 
of presidents," instead of never having furnished one at all. (Ap- 
plause). 

Gontlomen, so far as my experience in the management of an 
insurance department is concerned, I am young in the business, 
having held ofllcf.' only two years; and I do not intend during this 
address to furnish facts and figures concerning this office. I can 
say that in the past twenty or thirty years the office has advanced 
in keeping with the advance of insurance companies. Twenty or 
thirty years ago, I do not believe insurance agents occupied the high 
plane which they do at the present time; so the commissioner was 
not viewed at that time in the same light as today. When the 
department was first inaugurated, most of these positions were 
simply places for some political adherents, to give them soft places. 
But I believe that in the past few years this has changed and the 
insurance commissioner today is looked upon as one of those officers 
who advance the interests of the people of the State, more so, 
possibly, than any other State officer. Insurance companies have made 
such rapid strides and the insurance commissioner has such im- 
portant interests to look after that his position is dignified and 
advance together with those interests. So today the Commis- 
sioner of Insurance of any State has perhaps the largest interests in 
his keeping of' any officer in the State, possibly, outside the Gov- 
ernor. 

This, I believe, is the Thirty-Third National Convention of 
Insurance Commissioners; therefore, the organization is thirty-three 
years old, about two years older than the Department in the State 
of Maryland. In that thirty-three years of time the insurance 
interests all over the country have advanced extensively. Now, 
take my own State of Maryland (this simply as an instance). At 
the time the department was organized, there were but two or 
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three fire and but one life company (I mean, old line companies) 
in the State. There were no trust companies. In the last five 
years, there have been organized four of the largest trust com- 
panis, possibly, doing business in the United States. They have 
grown more rapidly, or grown as rapidly as any companies of any 
State in the Union, and ten years ago there was not a single one 
there. We have a number of good life companies and a much larger 
number of fire companies started in that time. It became abso- 
lutely necessary that there should be an insurance department in 
the State to control and oversee these companies. 

The Insurance Commissioner, it seems to me, has a great duty 
to perform. And I want to say in this connection that the State 
of Ohio may well welcome us to the State and to this city; for, 
unlike some visits of the past, we are not here for the purpose 
of prying into the secrets of companies, or investigating their 
affairs (which is certainly not always done in the proper spirit), 
but for the purpose of consulting, one with another, as to insur- 
ance interests all over the country, exchanging ideas, so that 
we may go back home better prepared to fill the duties of our 
positions. 

Years ago there was not the same feeling among people as 
to the necessity of having insurance that there is today. Now, 
in this time, a business man does not think of attempting to 
conduct his business without having insurance policies placed 
upon his property, upon his merchandise, upon his home. And 
today any well-regulated, thoughtful man who has a family does 
not think of attempting to go through life without carrying at 
least one policy upon his life, which at death provides to just 
that extent for his family. In these days you are not obliged 
to seek a man to go on your bond, being often refused and in 
many instances finding great difficulty in furnishing the bond; but, 
by paying a small sum, you are furnished such bond by a trust 
company. 

I do believe that the insurance interests of this country to- 
day are upon a high plane and that the Insurance Commissioners 
of different States have had a great deal to do with placing them 
there. It is for us to say whether companies which are irrespon- 
sible, and fraudulent, shall do business in our States. I am not 
familiar with conditions in all the States, but from the knowledge 
I possess, I think there are few such companies doing business 
in States having insurance departments. 

Now, Mr. President, I want to say to the Governor of this 
State, and to Mr. Pattison as the representative of the local 
companies, and to the Insurance Commissioner of this State, that 
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SO far as the members of this convention are concerned, we are 
satisfied that our stay in Columbus will be pleasant and agreeable 
to us; and I only hope that when the convention meets, as I hope 
it will, in Baltimore city next year, we will be able to please you 
as well as you gentlemen will please us this year. 

(Laughter and applause). 

The President addressed the convention as follows: 
In addressing the Thirty-Third Annual National Convention 
of Insurance Commissioners, what I shall briefly say must of 
necessity largely be a twice-told tale in repetition to a very con- 
siderable extent in primary recommendations heretofore suggested 
by my long line of predecessors. 

I congratulate this meeting on the large attendance of Com- 
missioners, there probably being as large a representation as ever 
before participated in an annual convention. Let us indulge the 
hope that at the adjournment our deliberations may have matured 
such a rich iruitage of practical benefit and uniform departmental 
policies as to much better conserve the very important work of in- 
surance supervision and the mutual relation it bears to the in- 
sured and insurer. Whether we look at the principle of State 
supervision as one of the prime factors centered in a strong 
paternal or centralized system of government, or merely as an in- 
cident of indffierent, indulgent, and inefficient oversight, exercised 
by untrained agencies for the principal purposes of revei^ue, it 
can not be denied that as the years come and go no single interest 
or utility has made the leaps and bounds of marvelous advance and 
success as has insurance in this progressive and prosperous Repub- 
lic. The last census shows that in the period from 1880 to 1900 
the value of real and personal property in the United States in- 
creased from $42,000,000,000 to $94,000,000,000, or a little more 
than double; the population increased 50 per cent; deposits in na- 
tional banks trebled; the wealth per capita from $950 to $1,236; 
manufacturing to $13,000,000,000, or one and one-half times more. 
These are giant strides, a reflex of the substantial and wonder- 
ful growth of the Republic, perhaps never approached by any 
ether country in all history; but in life insurance alone the increase 
has been even flve-fold greater, it having increased in twenty years 
from $1,500,000,000 to $9,401,190,000, while the assets have in- 
creased from $425,000,000 to $1,910,998,950; the per capita of legal 
reserve insurance from $29.74 to $100. The amount of money paid 
to policy-holders last year was $192,398,489, whereas the entire pro- 



Digitized by 



Google 



14 PROCEEDINGS 

duction of gold and silver in 1900 was $153,500,000, or nearly 
$39,000,000 less than the life insurance payments to policy-holders. 
The income of the companies has gone up from $76,000,000, in 
1880, to $458,000,000, in 1901, a six-fold increase, while at the 
same time the total circulation of money in the United State» 
has only slightly more than doubled. There is a maze of won- 
der and a partial bewilderment in the abstract contemplation of 
this record, but when we consider the character, the substantial as- 
sets, the genius of American life underwriters, the modernizing of 
indemnity and conservative investment as twin combinations, is it a 
flight of fancy to predict that we are only on the .threshold of 
achievement, and instead of the three superb billion-dollar com- 
panies, as greet us today, another twenty years of progress will 
witness many others upon this altitude of beneficent prosperity? 
As this and all other corporate interests grow, what is the relation 
of the State or the Nation in its paramount duty of protecion 
to the public, and the conservation of solvency in assets and 
integrity of management? In my judgment, solvency with publicity 
are the objects of supervision and the right arms of both the 
commonwealth and companies. The State can not subordinate the 
citizen and afford no protection from the soulless greed of char- 
acterless corporations, for a State is but the composite of its 
citizenship. The theory of republican government can not be 
divorced from the most concrete consideration of the people in 
their relation to any of the utilities that can only become cor- 
porate entities by authority of statute, or be commissioned to 
enter within the gates of business domain through the provisions 
of legislative enactment. A commonwealth speaks through its 
legislation, and in the expression each citizen has thus given voice. 
Corporations are not free agents, but only have the latitude of 
the law's limitations. Their initiative is that of a supplicant. 
They live in an atmosphere everywhere bounded by a legal horizon. 
The statute book is the open Bible of the directorate. The law 
gives the corporation a birth-right, rocks the cradle, blazes the 
march of progress and development, ' in sucess is its counsellor, 
in failure its administrator. The thread of public identity is in 
the warp and woof of corporate responsibility. To commission 
any corporation and not safeguard the public would be an outrage 
infinite. The State has a standard of solvency, investments, and 
those integrities of approved actuarial science that are essen« 
tial to secure charter rights and exercise specific functions. The 
State has substantially fulfilled its mission when it requires an 
insurance company to do an insurance business on the lines of 
its legal powers, without duplicity or chicane in policies, with 
a jealous care for the contract rights of insurers, and a compre- 
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hensive detail of statement under oath reserving the right to 
follow the itimization of condition into expert examination. 

The State has equally as conscientious obligation to protect 
companies that meet the law's requirements, that can and do 
honorably and faithfully preserve their calling, as against guerilla 
competition, whose methods are piratical, whose managers are 
adventurers, whose colors are the black flag, preying upon the 
credulity of the public, and impairing confidence in corporations 
of character bearing the State's approval. It ought to be a penal 
offense to issue bogus insurance; there should be an open door 
leading to the penitentiary for any agent that misrepresents the 
character and conditions of a policy. If it is a crime to adulter- 
ate food; if it is criminal for a cashier to receive deposits after 
he has knowledge of the bank's insolvency, how much more un- 
lawful is it for fraud of far more reaching disaster to be prac- 
ticed on a person who in good faith purchases a contract of in- 
demnity that possibly the future of loved ones may not be shad- 
owed by want? The supervision of any State is lame and halt 
and blind that does not relentlessly pursue unauthorized and wild- 
cat insurance and nail to the cross the practitioners of homeopathic 
larceny. Mr. Smooth and Mr. Annanias is an insurance co-part- 
nership that has had a career of years and odium. Vigilant super- 
vision and appropriate legislation should garb them in stripes, 
pounding rock. 

Incidental to the development of all States, there seems to a 
greater or less extent a mania for incorporations of experiment 
by promoters without experience, who know nothing whatever, and 
care far less, of Shepard Homans or Elizar Wright, and as the 
older commonwealths progress there is added an hegira of organi- 
zations of fraud and failure to impose upon the credulous and 
unsuspecting. Companies organized under special charters, im- 
mune from supervision, and under voluntary association acts, 
have had opportunities of the most selfish advantage to practice 
vicious imposition. I know of a State where over two hundred 
of such organizations after brief and nauseating hippodromes, have 
given up the ghost. The "standing room only" sign was in the 
cemetery years ago. Costly experience is educating the public, and 
the knowledge that insurance is a science, that the actuary is the 
rate-maker instead of the bargain counter, is traveling toward 
the setting sun faster than the center of population. The semi- 
panic in the insurance world, in the years succeeding the civil 
war, while it tested the mettle of the strongest companies, made 
a house-cleaning and was the pathfinder for the healthy develop- 
ment that has steadily followed. There has been an evolution that 
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has purified the atmosphere. Thirty years ago insurance generally 
was in its callow age. The field of investment and of endowment 
was hardly fenced. Pedlars of lightning rods, fruit trees, Seth 
Thomas clocks and insurance were equally at home in either 
<jommodity, and graduates of these peripatetic and loquacious avo- 
cations frequently launched boldly into the founding of companies 
that in contracts of assurance for this world almost vouchsafed 
their victim into the next. Insurance belongs of right in the curri- 
culum of recognized sciences. It will yet be taught in our colleges 
as essentially as civil government. The trained agent is more 
successful and satisfactory from every standpoint. The Indians 
thought the whistle, because of its noise, was the motive power 
of the engine. Better to have, a trained head than a vociferous 
and voluble tongue. Experience is an iconoclast that is re-enforc- 
ing the absolute truth of life insurance based on the unalterable 
mathematics of actuarial skill. We are passing the mile-posts 
of delusion; schemes and systems written in the glittering sands 
have shared the fates of the winds of the yesterdays. The parting 
of the ways in the three principled systems of life insurance 
cannot be much longer prevented. I believe the door has been 
opened by the evidence of its own weakness and failure for the 
exit of assessment insurance. It should be outlawed in the 
statutes of all our States as a prohibition of further loss and dis- 
appointment to the public. Conducted upon a strict post-mortem 
plan, providing for its mortuary by the passing of a hat, re- 
stricting its expenses to the modest requirements of such meager 
responsibilities, it could only have a shallow niche in the tempo- 
rary purposes of tentative indemnity. La Temps, a Parisian 
journal, has this motto, "From Day to Day," that expresses the 
mission of assessmentism at its best. For a number of years 
it has heroically striven to lift its body over the division fence 
of old-line values by heroically struggling at its boot-straps. It has 
collected in many instances standard premiums, with an avowed 
integrity of loadings, even illustrating in panoramic apology ab- 
stract surrender and loan returns, extended and paid-up insurance, 
but its endeavors do not amount to a vaccination, for the law 
prohibits a contract fixed and specific, except as to mortality, so 
that what is generally construed as absolute, is in modest nonpareil 
printed "distributive" — clearly a matter of approximation. It has 
never succeeded; it can never succeed, except in an indifferent 
manner £is a collector of benefits immediately following the pro- 
fessional attentions of the undertaker. The dual deception of 
masquerading old-line features and subordinating the emergency 
clause is simply heralding the voice of Jacob, but extending the 
hand of Esau. The passing of assessmentism is one of the mat- 
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ters that should be considered by this convention, and a consensus 
of judgment reached as to whether its epitath should not be writ- 
ten by the law-makers of the different States at the earliest oppor- 
tunity. 

If judgment is rendered by the census of fraternities, regard- 
ing the theories of theology and Darwin as to the origin of species, 
the noted scientist is largely in disrepute, for the organizations of 
which the brotherhood of man is the keynote were nev^r more 
numerous either in entities or membership. Funeral and sick 
benefits provided by local lodges have been stepping stones to 
a series of enlarged and broadened systems struggling for a suc- 
cessful basis upon which to maintain organizations that would 
meet and master the problems and responsibilities of life indem- 
nity. The primary weakness of the managers has Deen inadequate 
rates and a disposition to feature endowments and insurance in- 
ducements requiring fixed actuarial loadings. The mathematics 
of the actuary can not be erased from the fraternal horoscope; if 
the normal death rate is maintained it must be by heroically 
closing the gates of membership except to selected risks. A con- 
tinuing mortuary record of three per cent, in excess of standard 
tables will fioat the skull and cross-bones as the insignia of any 
system. The grip and pass-word must not be more potent than the 
medical examiner. The theory of a "reserve in the pocket of the 
membership** must be abandoned. The fraternal congress has 
wisely sought to enact uniform laws and minimum rates in the 
heroic endeavor to remedy defective conditions, and yet these ef- 
forts will have to be supplemented by a recasting of rates in organi- 
zations that, because of inadequate assessments, are struggling 
to live like forest leaves touched by the early chill of September. 
The true fraternal idea is to furnish indemnity at cost, and not 
pension a management with excessive commissions, salaries, or 
perquisites. There needs to be a weeding-oiit process of super- 
fiuous "orders." Of what use in this life or the next is there for 
the Supreme Society of the North Star, except as a "graft** for 
the Chief Astronomer? The mask of hypocrisy should be torn 
from promoters that launch so-called "orders'* without any reason 
or rhyme in purpose or ritual, and solely for personal profit The 
multiplication of organizations has led to vigorous and often 
vicious competition; the representative form of government is often 
subordinated to an automatic, self-constituted machine, that perpet- 
uates the favored few in position. There is a necessity for fraternal 
beneficialry organizations conducted along right lines, divorced from 
the management of professionals. Its clientage must largely come 
from amongst those who can carry but comparatively small cer- 
tificates. The indemnity of the greater majority of our citizenship 

—2 
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is wanted as a temporary precaution during years when the fam- 
ily is growing into manhood and womanhood, and the age of de- 
pendency has its obligations to guard with provident care. Dis- 
tributing last year |25,000,000 to the country carries a substantial 
record of widespread benefit, but it is now up to the State and to 
the departments as to how the inherent weakness of aged and 
ineflaciently financed societies can be corrected, and the hazards 
of the system in general be minimized. A supervision and a code 
of laws that will enforce an actuarial reckoning with mortality, 
that will bridle selfish management, that will elevate the standard 
of solvency, that will prevent organization of experiment and im- 
position, will compel such readjustments as to preserve those com- 
panies that have any sane reason for existence, and close up those 
that are now on crutches, limping within the portals of the bone- 
yard. You may cross a stream by the makeshift of a pontoon, 
but only a solid structure of steel and substantial strength will 
fulfill the mission of a bridge. The smooth citizenship that uses 
a profession of brotherhood, as Dr. Jekyll used Mr. Hyde, and 
which is the all-in-all of a minimum of so-called "fraternities," is 
to the legitimate orders of this genus what the counterfeiter and 
his script is compared to the Government and the currency bear- 
ing its promise of redemption. 

Actuarial science has given to legal reserve or "old-line" in- 
surance the chart, the basis, for bona fide life indemnity. It is as 
positive and certain as is a mathematical demonstration. Failure 
comes to the system through mismanagement in excessive ex- 
penses, the extravagant cost of new business, the homeopaithy 
of selected lives,' a reckless abandon flying in the face of mor- 
tality tables and conservative business methods. The insuring 
public are rallying around the legal reserve standard for life in.- 
demnity; around the fraternals for temporary indemnity. Just 
to what extent the features of investment that have been added 
to life policies are a part of the natural evolution is for the serious 
determination of insurance supervision. The solution, the scope 
of latitude, calls for the prudent and watchful care of the most 
conservative, comprehensive and intelligent judgment, touching, as 
it does, contract conditions of individual expectancies more intimate 
than all other utilities combined. The question of whether the first 
year can be arbitrarily treated as pertaining to term insurance, 
and the reserve confiscated for expenses, is an open one, whatever 
may be urged as to the rights of private contract. It should 
never be forgotten that the reserve is the savings bank feature; 
it is the sun and rain ripening maturities, and can not be too 
jealously guarded. The expenditure element should always have 
a Westinghouse brake. Supervision has a right to draw the dead 
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line of expense limitations. The State gives corporations life, and 
any supervision is a misnomer that only stays on one side of 
the counter. The galvanizing of assessment companies into the 
old line column, by placing liens against policies for the reserve, 
is a modern departure based on a Colonel Sellers* imagination. 
As an asset affecting the individual and the company, it is like 
the swapping of jack-knives between pockets; but as a commer- 
cial article of value, its quotation would be listed among last 
year's bird's nests. There is need for wholesome law written in 
statutes that will not lower the standards or admit of any intrigue 
based on a demagogic or promoter's construction. The commissioner 
should have a broad insurance conscience. In this season of 
general prosperity there should not be any vigilance relaxed in- 
departmental examination or the law's requirement. The diffi- 
culties in acquiring investments should not be permitted to in- 
crease the hazards by chancing questionable securities. The bonds, 
and stocks of Wall street speculation, alternating in price in pro- 
portion to the success or failure of **buir' or "bear" manipulation,^ 
are not such stable assets as real estate first mortgages based on 
conservative appraisements. The pay-day of over-capitalization, 
the overtaking of consumption by production, the collapse of in- 
flated values, has always had a cycle in this and every other coun- 
try, and when the pinch of tightened times comes, have a care 
for premium incomes, the list of lapses with demands for sur- 
render values, the contraction of new business, the hazard in ad- 
vance to agents because of the fewer renewal commissions, and 
the other incidents of prudence that should be in the thought of 
everyone in executive place. Any judgment is invariably warped 
when formed from one view-point. A house-cleaning that waits 
the order of the board of health is in danger of the coroner. Let 
us, as CJommissioners, as company managements, not forget the 
business contingencies of the future wrapped up In life insurance, 
the obligation not only of guarding the prosperous present, but, 
like faithful sentinels, pacing the picket lines far out in the nighty 
keep alert and watchful care for the legions of. rank and file in 
bivouac. 

It is r continuing source of serious apprehension that the fire 
waste in this country should continue its record of devastation.^ 
There is a general protest from the business public against present 
rates, and yet legitimate and solvent underwriting has, with many 
companies, been conducted at a loss for several years. No coun- 
try can withstand a contribution of |500,000 daily to flame and 
smoke and ashes, without keenly feeling so tremendous an an- 
nihilation. A flre damage with an 100 per cent, insurance re* 
payment does not restore the values destroyed. The loss has pei> 
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ished from the tax duplicates forever; it has gone into the waste 
of worthless nothingness as effectually as the volcanic dust scat- 
tered forth from Mount Pelee. There would be a revolution, even 
in Wall Street, if a pest-house should be located next to the 
stock exchange; there would be a riot call if a boat with yellow 
fever infection was not detained in quarantine. These are health 
menaces and the proper authorities have autocratic powers to curb 
and conquer. How different in conditions that are productive of 
kindred results as to fires. Building construction, as a rule, is 
equipped for fast burning; defective flues, wretched insulation of 
applied electricity, the debris of stored waste and combustibles, 
the unholy torch of the midnight incendiary, individual careless- 
ness and cussedness, these are the contagions that are making 
this fearful history in underwriting. The duty of the under- 
writers is in classifications according to the grade of construction 
burning, the exposure?, conservative risks in congested districts, 
the supplemental protection of automatic sprinklers, and the moral 
hazard of the insured. The duty of the State is in laws that will 
take cognizance of the materials in buildings, and a mandatory 
classification as to construction; fixing a responsibility for the 
cause of fires, so that negligence and carelessness will suffer for 
the damage of their origin; fire departments trained as soldiers are 
drilled, absolutely divorced from politics or individual dissipation, 
so that the best in merit and physique will be enlisted for duty, 
the establi&hiaent of fire marshal bureaus, appointees non-partisan, 
chosen from expert underwriters, with the most searching police 
powers. The history of legislation is that fire marshals have re- 
duced losses, minimized carelessness and populated penitentiaries 
with convictions for arson. In countries like France, Germany 
and England, where the laws take cognizance of the "mortuary" 
in fires, almost as seriously as the actuarial tables do in life 
underwriting, the losses are naturally far less and rates corre- 
spondingly low. The fire damage is not the only serious result of 
this alarming condition. A school of companies is spawned forth 
every year, that, through correspondence and advert" sement, prey 
upon the public by offers of bargain-counter insurance that is 
wholly worthless and irresponsible. I dare say the report of 
the Committee on Unauthorized Insurance will contain a familiar 
list of alleged underwriting organizations that is devastating the 
entire country. They hover over every State, like carrion watching 
around slaughter pens. This convention has no more important 
business than to throttle this "wild-cat" progeny. There should 
be a united effort along practical lines as to additional legislation 
in the States, and a committee appointed to have such rulings 
or ififi'iRlation that would close the mails to any unauthorized 
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corporation. The government throttled the Louisiana lottery by 
heroic action of this sort; why should not the fangs of this twin 
in wholesale robbery be also pulled by the Federal authorities? 

The Committee on Blanks has, after very mature deliberation, 
presented the result of their labors in an uniform blank, that 
will receive careful review by the Commissioners at this session. 
The Committee on Laws and. Legislation has made an effort to 
arrive at recommendations that will be equally attractive to the 
best thought and wisest conclusions of this convention. So long 
as we are to have State supervision, it is certainly desirable that 
it shall be the best, and this will be achieved only along lines of 
practical uniformity in all departments. If we shall have adopted 
a uniform blank, one that has been the desire and wish of the 
Commissioners for years, and then carry it into the curriculum 
of departmental work, we shall have advanced State supervision 
several notches forward. The program has been formulated for 
the widest latitude of expression on these essentials to depart- 
mental betterment, and for the discussion of business details in a 
broad and business way, in the earnest effort that each common- 
wealth may touch elbow in unison, and place insurance on the 
high plane of probity its far-reaching importance demands. 

It is a cause for cougratulation that the cancerous degeneracy 
of specious life -indemnity, such as has been on particularly 
disgusting exhibition during the coronation of King Edward, has 
no root or growth in this country. So-called insurance by shares 
or coupons on the life of any one, prince or pauper, especially 
where the beneficiary has no insurable interest, is on a par with 
the ingenuity of modem attractive gambling devices. 

Casualty and health insurance should have the closer scrutiny 
of the law, and more elaboration of provisions touching its charter 
rights in the majority of the States. In fact, all laws should be 
strengthened touching the mandatory requirements of unearned 
premiums, the inviolability of reserve tenures, and the powers of 
by-la^ provisions construed with policy contracts. Tire waiving 
of professional confidences by a family physician, the subordina- 
tion of emergency clauses and kindred conditions of a subtle and 
suspiQious sort, are catch nails, looking to the improvisement of 
technicalities, in the contingency of a pay-day. The people have a 
%right to believe in the absolute integrity of the contracts they pur- 
chase, without any concealement of cunning provisions of legal 
legerdemain to require a court's construction of validity. The 
laws generally need to be more courageous and concise as to how 
far the provisions of indirection in by-laws can affect the expressed 
direction of policy payments. 
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State supervision is the success or failure of those who are its 
executive factotums. The Insurance Commissioner should be a 
factor of safety in legislation. He can codify the tangled odds and 
ends of defective and immature laws, and place a statute on the 
books curing existing wrong, injustice and evil. It is ambling along 
In the direction of betterment and semi-uniformity. Foraging on 
companies by means of raiding commissions, ostensibly for exam- 
ination, is almost passe. The time should soon come when State 
certificates of company standing, accompanied by duplicate report 
of examiners, should be mutually acceptable. In emergency ex- 
aminations the department of the home State should be invited 
in. The clerical staff of each State insurance department should be 
free from the foot-ball of political change. It is the ideal location 
for a civil service policy, with a tenure based altogether on effi- 
ciency or merit. 

Personally, I believe the eclectic interest of insured and insurer 
demand Federal supervision with incidental State authority. This 
would be the solution of uniformity in laws and practice, and 
free the companies of a mountain of expense. It would place this 
largest utility of the Republic on a skilled business basis, free 
from the periodical upheavals of change in politics. An interest 
aggregating billions, the intimate relation borne to so many thou- 
sands of our countrymen, should not have any impediment to 
the best supervision that can be given. The expense element is 
too great in all classes of insurance. We are only taxing our- 
selves when these State excises are imposed. I am an insurance 
free-trader. I would repeal every revenue measure, and place 
life insurance, largely a public partnership, on a system of fees 
approximating cost. If insurance was a trust, if the State was 
getting its division of Standard Oil profits, there might be at 
least some socialistic theory for the thousands of dollars in taxes 
on premiums, but the premium-payers, not the management, "pay 
the freight." The bar to Federal supervision is stronger in the 
revenues that accrue by State exactions than any settlement of 
the question by the oft-quoted decision of Paul. vs. Virginia. But 
we can never cross a stream till we reach its banks, and so 
the business of this convention, and of its membership, is, with 
our feet on the earth, to meet existing conditions, appreciating 
their growing responsibilities, and with conscientious care fear- 
lessly enact such a supervision as will bring to the common- 
wealth a high degree of honor, to the corporations, justice un- 
der the law, and to ourselves the integrity of purpose that always 
attaches and is ever recognized in the discharge of duty well and 
faithfully done. 

( Continued applause ) . 
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The President: We will now proceed with the roll call. 
When a State is called, if the Commissioner is not present, the 
person or persons outhorized to represent that State will please 
respond. 

Thereupon the Secretary called the roll of States and an- 
nounced representations present from twenty-two States. This 
was afterwards increased by the subsequent arrival of a rep- 
resentative from an additional State to twenty-three. 

The following^ is a complete list of those present: 

Alabama: Robert P. McDavid, Secretary of State. 

Arkansas: H. D. Green, Insurance Clerk. 

Connecticut: Theron Upson, Insurance Commissioner. 

Delaware: George W. Marshal, Insurance Commissioner; Purnell 
B. Norman, Auditor of Public Accounts. 

District of Columbia: Thomas B. Drake, Superintendent of In- 
surance. 

Illinois: J. J. Brinkerhoff, Actuary Ins. Dept. 

Indiana: W. H. Hart, Auditor of State. 

Kentucky: J. B. Chenault, Insurance Commissioner. 

Maine: Stephen W. Carr, Insurance Commissioner; C. W. Fletcher, 
Deputy Commissioner. 

Maryland: Lloyd Wilkinson, Insurance Commissioner; Dr. George 
Truitt, Deputy Commissioner. 

Massachusetts: Frederick L. Cutting, Commissioner of Insurance; 
F. H. Hardison, Deputy Commissioner. 

Michigan: J. V. Barry, Commissioner of Insurance; Nelson B. 
Hadley, Deputy Commissioner of Insurance. 

Minnesota: Elmer H. Dearth, Insurance Commissioner. 

Missouri: J. B. Reynolds, Actuary Ins. Dept. 

New Hampshire: John C. Linehan, Insurance Commissioner. 

New York: H. D. Appleton, Second Deputy Superintendent of 
Insurance. 

Ohio: A. I. Vorys, Superintendent of Insurance; John T. Brazee, 
Deputy Superintendent of Insurance; S. B. Stillwell, Actuary 
Ins. Dept 

Pennsylvania: S. W. McCulloch, Deputy Commissioner of In- 
surance; R. E. Forster, Actuary Ins. Dept. 

Rhode Island: Charles C. Gray, Insurance Commissioner. 
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South Dakota.: H. C. Shober, Insurance Commissioner. 
Tennessee: Reiau B. Folk, Commissioner of Insurance; C. P. 

Wofford, Deputy Commissioner of Insurance. 
Vermont: J. L. Bacon, State Treasurer. 
Wisconsin: R. T. Hazelwood, Deputy Commissioner of Insurance; 

J. L. Neddersen, Actuary Ins. Dept. 

The President : Next in order is the report of the Comnut- 
tee on Credentials, of which Mr. Carr, Commissioner from 
Maine, is Chairman. 

Mr. Carr : The only credentials received by the committee 
have been the responses of the several States to the roll call, and 
I will report that all are eligible to seats in this body. 

The President : I hope the balance of the proceedings will 
be equally harmonious. 

The completion of standing committees will be deferred 
until this afternoon. The report of the Committee on Blanks 
is now in order. 

Upon motion of Mr. Dearth of Minnesota, duly seconded, 
the reading of the report of the Committee on Blanks was 
postponed until the afternoon session, and the meeting ad- 
journed. 
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FIRST DAY. 

SECOND SESSION. 

The President: The Convenion will come to order. The 
first order of business is the report of the Committee on 
Blanks. This will be one of the most important matters to be 
acted upon at this meeting, and I hope all will feel free to 
discuss it. I trust that whatever is adopted will be the result 
of full discussion, and that opinions entertained by the mem- 
bers will find full and free expression. 

We will hear from the Chairman of this committee, Hon. 
Frederick L. Cutting, of Massachusetts. 

The following report was submitted by Mr. Cutting, pre- 
ceding which copies of the proposed blanks were distributed 
among the members present. 

REPORT OF THE COMMITTEE ON ANNUAL STATEMENT 
BLANKS FOR LIFE AND FIRE COMPANIES. 

After the experience of the past few years, little need be said 
of the great desirability of uniformity of statement blanks for 
the returns of the life and fire companies, as well in the interest 
of clearness and precision in presentation to the public as of con- 
venience to the companies and the Departments. The perplexing 
and unsatisfactory conditions resulting from the great variety of 
forms, often conflicting and contradictory, have come to be almost 
intolerable. That this has been increasingly appreciated by all 
who are interested in the financial standing and progress of the 
companies, as well as those whose duty has been to prepare state- 
ments for publication, is very evident from the constant critical 
comment on every hand and from the earnest expressions of the 
Commissioners, notably in recent Conventions. This concurrence 
of opinion found decided and definite expression in the Convention 
of last year in its instructions to the Committee on Blanks. 
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In obedience to these instructions your Ck>mmittee has diligently 
applied itself with determination to present in the best form 
attainable the results of the fullest information which their own 
experience and the conclusions of the best expert authority could 
furnish. 

The first thing done was to obtain from each of the State 
Departments the blanks there in use, with the view from a com- 
parison of these to select the best forms and expressions and then 
compile the whole into logical and symmetrical sequence. The 
very great variety of language and arrangement found in these 
many specimens was a constant surprise, for while in general 
effect the same intention might run throughout, the diversity in 
detail is as great almost as the number of blanks presented, and 
in the strongest manner emphasizes the importance of the work 
given to your Committee. The bringing together of these blanks 
makes it easy to see that while to each Commissioner his own 
form may seem quite satisfactory, the great variety of expression 
and arrangement, and frequent ambiguity and inconsistency of items 
as among the whole, must greatly increase the labor and per- 
plexity of the companies, and make a uniform and consistent pre- 
sentation in Department reports impossible. 

After frequent, meetings of the sub and full Committee, free 
discussion of every item in detail, and extended correspondence, 
a tentative blank was brought together and comparison of this 
again made with each separate form in use by all of the Depart- 
ments. The proposed form was then submitted to each of the 
Departments and many of the companies with request for free 
comment and suggestion. These comments and suggestions were 
all carefully considered and have been of great assistance in prep- 
aration of the forms as finally adopted by the Committee and 
which is here presented to the Convention for its opinion and 
action. 

It has been the desire of the Committee to unify and recon- 
cile the various blanks submitted, to the fullest extent possible, 
to select such forms of expression as would most clearly indi- 
cate the purpose of the item, to arrange the items in the best 
logical and harmonious order, and to introduce no new element 
or inquiry except such as have become surely needed on account 
of modern developments and evolution of the business, or re- 
quired by the statutes of the various States. It was the purpose 
to make the revised forms cover all the information necessary 
to a proper and correct exhibit of the company's transactions, 
financial standing and condition, and to arrange the same in sym- 
metrical and easily intelligible order. 
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While it would surely be impossible to frame a form which 
would exactly meet every shade of opinion, and while the forms 
here presented may no doubt elicit criticism in one or other 
direction, it is only fair to the Committee to say that it has 
solicited the fullest suggestion from every side and that every one 
of the numerous and interesting comments has had respectful 
and careful consideration. Any differing views of the members 
of the CJommittee were also discussed and analyzed until unanim- 
ity was reached, and the report here made .was adopted as their 
unanimous and unreserved recommendation to the CJonvention. 

Those of us who date back far enough to have been handling 
the statements of the companies previous to the adoption of the 
balance sheet life form in 1875 remember the similar or more 
aggravated condition of diversity of statement forms then pre- 
vailing, and how great a relief was brought by the uniformity of 
statement requirements, of which those now in use are more or 
less diverse modifications. So convenient and satisfactory did 
this uniformity prove after its laborious attainment that the 
Convention by resolution declared it to be the duty of any and 
every one having any changes to suggest to the form, to refrain 
from such change until it had been brought to the Convention 
fer consideration, in order that all might have the advantage of 
any demonstrable improvement, or have an opportunity to oppose 
any innovation of doubtful value, — and especially that all, com- 
panies and Departments, might have timely notice and advice 
of any modifications. And this understanding was so faithfully 
regarded that hardly any changes crept in until after 1883. It 
seems that the experience of recent years should impress the im- 
portance of a like agreement as to the forms, if any, which may 
now be adopted. 

The work of tne Committee upon these blanks has been much 
more exacting and arduous, and the time employed much longer 
probably, than the Convention anticipated, cejrtainly than the 
Committee themselves- expected, and while neither of them would 
willingly undertake a similar task, yet they will feel well rewarded 
if their results shall prove useful and satisfactory to the Con- 
vention and to the best interests of insurance patrons, and tho 
convenience of the companies. Predk. L. CuttinGv Chairman. 

Henry D. Appleton, 
C. W. Fletcher, 

A. I. VORYS, 

Elmer H. Dearth, 
J. J. Brinkerhoff, 
Charles C. Gray, 

Gommiitee. 
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Mr. Appleton, New York: I move the report, as read by 
Mr. Cutting, be accepted, and on that I ask for a call of the 
roll. Seconded. 

The President: The Convention has heard the motion of 
Mr. Appleton of New York, that the report of the Committee 
on Blanks, as read by Mr. Cutting, be accepted by this Con- 
vention. Are you ready for the question ? 

Mr. Folk, Tennessee : I would like to hear some discussion 
of a question upon which there seems to be some divergence 
of opinion— the Gain and Loss Exhibit. In order that there 
may be some discussion upon that queston I move that the re- 
port be referred back to the Committee with instructions from 
this Convention to incorporate the Gain and Loss Exhibit in 
this blank. 

Seconded by Mr. Dearth of Minnesota. 

After some discussion as to whether the acceptance of the 
report, under the motion of Mr. Appleton, would carry with it 
the adoption of the blanks pr.esented therewith, the Chair was 
asked by Mr. Dearth, of IVEnnesota, for a ruling on that 
point. 

The President : It seems to me that the convention can very 
properly treat this report of the Committee on Blanks as sep- 
arate from the blank presented. It is a question, of course, 
for the Convention to decide, but it seems to me that the adop- 
tion or rejection of this report made by Mr. Cutting will have 
no bearing upon the question as to whether the blank shall be 
accepted or rejected. 

Mr. Folk : If that is the ruling of the Chair, I withdraw my 
motion. I was under the impression that the acceptance of 
this report, making the action of the Committee the action of 
the Convention, would carry with it the adoption of the blank 
recommended in that report ; but if the Chair rules otherwise, 
I withdraw my motion and the question can be discussed at 
some other time. 
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Mr. Cutting: Perhaps it would be proper at this time to 
make a little explanation. The question as to whether the 
Gain and Loss Exhibit should appear in the blank has been 
fully discussed by a previous Convention, and by a majority 
vote it has gone on record as opposed to including this exhibit. 
For this reason the committee felt it had no right to include a 
matter which had been rejected by the Convention itself. 
However, out of courtesy to one of the members of the Com- 
mittee, Mr. Dearth of Minnesota, the Committee devoted one 
afternoon to his arguments for including the Gain and Loss 
Exhibit. Of the Committee consisting of seven members, six 
were present, and but one of these, Mr. Dearth, of Minnesota, 
who was the exponent of the idea, voted in its favor. He re- 
served the right to bring the matter before the Convention if 
he should so elect. After this matter was disposed of, the 
question was whether we should adopt the blank, and all voted 
so to do. Now comes the question whether it shall be adopted 
by this Convention. The adoption of the report does not neces- 
sarily carry with it the adoption of the blank. The report 
can be adopted and then the Convention can take up the dis- 
cussion of this other matter. 

Mr. Folk : I think it is not just courteous to the Committee 
to adopt its report and then proceed to discussion of the ques- 
tion as to whether we are in earnest when we did adopt it. I 
think the proper way to proceed is to vote upon the motion to 
re-refer it to the Committee with such instrucions as may be 
suggested. It seems that is a proper and parliamentary way 
in which the matter may be settled, but it is immaterial from 
a practical standpoint in what way the result is reached. 

Mr. Wilkinson, Maryland : It strikes me that the gentleman 
who has just taken his seat is perfectly correct. As I under- 
stand it, the Committee to which this subject was referred, 
acted thereon and reported to this Convention two blanks in 
the form which the Committee thinks the Convention ought to 
adopt them. If we accept this report in which these blanks 
are recommended, and then proceed to reject the blanks as 
presented, we are acting in two diametrically opposite direc- 
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tions. This is the action of the Committee and if the Conven- 
tion wants different action, a motion to refer it back to the 
Committee would be proper action. 

Mr. Neddersen, Wisconsin: I do not see how the Conven- 
tion can adopt or reject these blanks until it has accepted 
the report. When that is done, we can proceed to discuss the 
blanks offered by the Committee and make such changes as we 
may see fit. 

I move that we receive the report of the Committee. 

Seconded by Mr. Marshall, of Delaware. 

After some discussion as to the proper method of proced- 
ure, Mr. Dearth, of Minnesota, took the floor and began dis- ' 
cussing the proposed blank ; whereupon Mr. Neddersen rose to 
a point of order in that the subject matter of the report could 
not be discussed until the same had been received by the Con- 
vention. 

The President: I will sustain the point of order made by 
the gentleman from Wisconsin, and we will proceed to vote 
upon the motion of the gentleman from Wisconsin. 

Mr. Folk: Is that to accept the report? 

The President : To receive the report. 

Mr. Folk: Has that not already been done when it was 
read? 

The President: I think it is a distinction without much 
difference, and we will have to proceed rather informally. We 
cannot all be **Cushings''— or ** Cuttings. ' ' (Applause and 
laughter.) I rule that we will vote upon the motion made by 
the gentleman from Wisconsin. 

Upon vote being taken, the Chair declared the motion car- 
ried, and the report received. 

The President : The blank now is, as I understand it, ready 
for discussion, and such action as the Convention may deter- 
mine? 
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Mr. Appleton, of New York, moved the adoption of the 
fire blank as submitted. Seconded by Mr. Marshall, of Dela- 
ware. 

Mr. Dearth : If the fire blank is now adopted, as it stands, 
will we have the privilege later of bringing up amendments or 
additions to the same ? 

The President : It seems to me if there are any amendments 
to this blank they should be considered when we are consid- 
ering the fire blank. If you have any amendments to this fire 
blank, as reported by the Committee, it will be proper to pre- 
sent them now. 

Mr. Cutting: In the fire blank there is a heading, ''Busi- 
ness in the State of ." As General Hancock said 

about the tariff question, that is a '* local issue.'' The Com- 
mittee felt it was best to put something in there similar to that 
which we have in the old blank, but that is tentative. Some 
States may find it necessary to require additional information. 
Certain States require return for special taxation, etc. It was 
filled in rather as an object lesson or guide, just as we put in 
**1902." Each State must use its own discretion as to filling 
up this part of the blanks. 

Mr. Vorys: In the discussions of the Committee, it was 
understood, as Mr. Cutting says, that that part of the blank 
was intended only for a guide and of course all now so under- 
stand it; but in order that there shall be no future misappre- 
hension, I move that it is the sense of this Convention that the 
part of the blank designated as ' ' Business in the State of, ' ' is 
intended as a guide and not as a form to be followed by the 
different States. 

Seconded by Mr. Cutting. 

The President: That would be called, I presume, a local 
option feature. We will take a vote upon the motion of Mr. 
Vorys. 

Vote being taken, motion was declared to be carried. 
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Mr. Neddersen : There is an item in the life blank under 
**IV.— Ledger Assets/' Number 7, ** Deposited in trust <5om- 
panies and banks on interest.'' I would like to ask the com- 
mittee why this does not appear in the fire blank ? 

Mr. Cutting: As a matter of fact, life companies are in 
the habit of keeping very large amounts on deposit, drawing 
two or two and a half per cent interest. Fire companies do 
not have these large amounts on deposit and therefore the 
item is not essential there. 

Mr. Upson, Connecticut: On page 2 the word ** Income" is 
used, and I would like to suggest to the Committee that the 
corresponding word on the opposite page should be '* Outgo." 
We use ' ' Disbursements ' ' when we use * ' Receipts. " * ^ Outgo ' ' 
is the exact opposite of ^'Income." 

Mr. Cutting : It does seem to me that that is not of suffi- 
cient importance to have the blank referred back to the Com- 
mittee for that change. 

Moved by Mr. Dearth, of Minnesota, that the Underwiting 
and Investment Exhibit, included in the Convention blank of 
1897 be added to the present form as submitted by this Com- 
mittee on blanks. 

Seconded. 

Mr. Dearth: I wish to say that several leading fire insur- 
ance companies have stated that they are very sorry, indeed, 
that this exhibit has been left out. They think it is valuable 
and should be included. In Minnesota it is universally looked 
upon as valuable and of great importance. 

Mr. Cutting: In the replies received from the different 
States, I do not recall one State requesting that exhibit to be 
placed in the blank. In addition to the blanks, we sent out a 
circular letter, calling attention of the several departments 
to the blank, and asking if there was any criticism or sugges- 
tions of importance that they be made to the Committee and 
not be withheld until the Convention meets, when there would 
be little time for proper consideration. It seems to me that if 
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this was such an important matter that there would have been 
at least one letter requesting that it be put in the blank. 

Mr. Dearth : I will call the attention of Mr. Cutting to the 
fact that the President of the Continental Fire Insurance Com- 
pany appeared before the Committee together with the repre- 
sentative of another large company, who said they were sorry 
to see it left out. And the President of the St. Paul Fire and 
Marine personally addressed me a letter, strongly urging its 
retention in our new blank. He considered the information 
disclosed thereby of supreme importance. 

Division being asked for in the vote upon the motion of 
Mr. Dearth, the roll of States was called, resulting in the re- 
jection of the resolution by a vote of sixteen noes and five ayes. 

Vote being taken upon the adoption of the fire blank, as 
submitted by the Committee on Blanks, the same was de- 
clared adopted by the Convention. 

Mr. Appleton, New York : I move the adoption of the life 
blank. 

Seconded by Mr. Green, Arkansas. 

Moved by Mr. Dearth, of Minnesota, that the Gain and 
Loss Exhibit, as revised and used by the Connecticut Depart- 
ment during the present year 1902 be added to the new 
uniform blank for annual statements of Life Insurance Com- 
panies as submitted by the present Committee on Blanks. 

Seconded by Mr. Neddersen. 

The Secretary : Isn't there a motion before the house, made 
by Mr. Appleton, seconded by Mr. Green? 

The Chair : Mr. Dearth offers this as an amendment to the 
blank. 

The Secretary : We will get badly mixed unless we proceed 
with some regard for parliamentary practice. 

The Chair : I think this blank ought to be given the widest 
range for discussion, and to expedite matters we will take up 
—3 
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each objection as it is presented. We will take up the merits 
or demerits of the Gain and Loss Exhibit as provided for in 
the motion of Mr. Dearth. Is there any discussion of the 
subject? 

Mr. Dearth: It seems unnecessary to take up the time of 
the Convention to discuss the merits or demerits of this exhibit. 
Commissioners who have seen reports from departments where 
it was used know what it means, or at least should know. I 
cannot understand why any insurance department should not 
insist upon a Gain and Loss Exhibit being furnished. I have 
consulted with two or three of the leading companies, one in 
particular, and was advised that this Exhibit, as required 
upon the so-called new Connecticut form used during the 
present year 1902, could be prepared with an equal degree 
of correctness as the regular annual financial statement upon 
the balance sheet form. Companies which are required to 
make up this exhibit, I dare say, experience very little difficulty 
as it contains the very information that the actuaries of the 
respective companies are required to prepare and submit to the 
executive officers at the close of the year. I certainly cannot 
understand why any department should object to having sub- 
mitted the information disclosed through this Exhibit In 
Minnesota it has been required since 1897, and none of the 
companies have offered any serious objection. It is published 
in the Minnesota annual reports and the deductions made 
therefrom are extremely interesting and valuable. The policy 
holders in Minnesota, who apply to our department for infor- 
mation as to the experience and financial status of the re- 
spective companies, universally refer to this exhibit, and I beg 
to state that irrespective of what this Convention may do, I 
am of the opinion that said Exhibit will continue to appear in 
the future Minnesota reports. 

Mr. Cutting : I have been heard so frequently on this Gain 
and Loss Exhibit, that it seems superfluous for me to say any- 
thing further. The question has been brought up at previous 
Conventions and in the Committee, and it seems unnecessary to 
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bring it up at this time. But of course it is the right of any 
member to bring up the subject if he desires. My experience 
is the experience of many departments. It is a thing which has 
to be estimated, and the originator of the gain and loss exhibit 
told me himself that there were many things in it which must 
be estimated. It is impossible that it be given accurately. It 
is made by the company and the president and secretary swear 
to it to the best of their belief. Very few departments are so 
equipped as to be able to verify these figures. AVith the blank 
as it is, with assets and liabilities with all the ramifications in 
the blank as to income and disbursements, there is not a de- 
partment in the United States but has all it can handle to in- 
vestigate and present to the merchant or business man infor- 
mation he wants to know as to the solvency of the company. 
What he wants to know is whether his beneficiary is going to 
get the money— what is the income, what is expended, what i* 
the surplus— those are the things a business man wants to 
know. What does he want with this estimated I doubt if 
there are half a dozen departments in the United States so. 
equipped that they can take the Gain and Loss Exhibit and g()» 
into the company office and verify the figures. About all its: 
use would be to furnish ammunition for rival companies, and 
that is not what the departments are for. 

Mr. Eeynolds, Missouri: I would not attempt to reply to 
my friend Cutting. I am embarassed to say anything in the 
light of his long experience in the work. But it is the same 
old story, that it is not accurate and cannot be made accurate. 
If that objection is to be raised, you must cut out *' uncollected 
and deferred premiums." This gain and loss exhibit, as used 
by the Connecticut Department is equally accurate. I do not 
contend that a company on the first day of March can make 
up an absolutely correct statement; but I do contend that it 
can be made beneficial, that it can be made as nearly correct as 
other items in the statement. If you take only items which 
can be made absolutely correct, you may as well eliminate 
everything but income and disbursements and ledger assets^ 
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Mr. Green, Arkansas : As I understand it, it is the business 
of the insurance department to supervise the insurance busi- 
ness of the State, and to do it with as little trouble to the com- 
panies as possible in making up the statement. I am informed 
that it is a great deal of trouble for the companies to make up 
this statement, and that the benefit received from it is not 
worth the trouble of preparing it. It is not essential to a fair 
understanding of the company's affairs. 

Mr. Hadley, Michigan : My opinion on the question of the 
Gain and Loss Exhibit (this is a personal opinion and does not 
voice the opinion of the department) is this: President McCall 
made the statement at the convention in Milwaukee (and I 
would like to know how the gentlemen from Massachusetts and 
New York will controvert it) that there were three safeguards 
about old line life insurance companies today which made 
them safe as compared with the time when life insurance went 
through a crisis and so many went down. These were frequent 
revision of securities, a study of the gain and loss exhibit, and 
the other one was in regard to their securities — I cannot just 
remember the wording. Now, I cannot underst^ind why, if such 
an eminent man as Mr. McCall made this statement, saying 
that if these safeguards had been about the companies be- 
tween 'seventy and 'eighty these companies would not have 
gone down— I cannot understand why it is not as much of a 
safeguard today as it was a few years ago. Mt. Cutting has 
said that it does not matter to the people whether the mortality 
is eighty or a hundred per cent, but I claim it matters a good 
deal if it should be one hundred and twenty per cent. It seems 
to me if the loss ratio ran up to 120 per cent the department 
would watch that company pretty close and policy holders 
should be notified so they might take precautions and get out 
of the company if they want to. 

Call of the roll was demanded. Thereupon the roll was 
<jalled upon the amendment offered by Mr. Dearth for the ad- 
dition of the Gain and Loss Exhibit to the proposed blank, re- 
sulting in the defeat of the motion to amend, by a vote of 16 
noes to 6 ayes. 
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Moved, by Mr, Neddersen, of Wisconsin, that line 21 of Lia- 
bilities be amended so that when amended it will read as fol- 
lows: *^ Surplus accumulated under deferred dividend policies 
which complete their period subsequent to 1903.'' Sec- 
onded. 

Upon vote, motion declared lost. 

A vote was then taken upon the adoption of the life blank 
as submitted and the same unanimously adopted. 

A recess of five minutes was taken to allow the Chair time 
to complete the standing committees, by substituting members 
present for such as were absent. 

l^pon re-convening, Mr. Cutting, of ^lassachusetts, offered 
the following : 

''Resolved, That it is the sense of this Convention that no 
changes be made in either of the annual statement blanks reported by 
the Committee on Blanks and adopted by this Convention, unless 
such proposed changes shall have first been submitted to said 
Committee at least three months prior to the holding of the Con- 
vention; and that said Committee shall notify the various State 
Departments of the changes proposed, if in its judgment such noti- 
fication be deemed essential." 

Mr. Cutting moved the adoption of the resolution. Sec- 
onded. 

Mr. Cutting : The reason for this resolution is that if there 
are any important changes to be made, they ought first to be 
duly considered by the Committee on Blanks. While a pro- 
posed change may be deemed immaterial as affecting the item 
by the person proposing it, the Committee may see that it will 
affect several other items. The Committee can then consider 
the matter in all its bearings and report to the Convention 
whether the change ought to be made. It has gratified me ex- 
ceedingly to know that this blank has been acted upon and 
adopted by the Convention without changes. Now, let us put 
it to practical use. There may be ^^ hazards'' in it which will 
be developed when practical experience is applied to the blank. 
An item may be found objectionable and impractical and so re- 
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ported to the Committee. The Committee will take that up 
and raze the ** hazard/' reporting its action to the Convention 
for approval, and we will still have a uniform blank. 

Upon request of Mr. Upson, of Connecticut, the motion of 
Mr. Cutting was again read. 

The Secretary : I will ask Mr. Cutting if it is not his inten- 
tion to provide for additions to or eliminations from the blank, 
as well as any change in the matter there now ? 

Mr. Cutting : Certainly, but there should be no departure 
from the blank unless it has first received the sanction of the 
Committee and of the Convention. Concerning the local issue, 
heretofore mentioned, every State will regulate its own blank. 

The President: In other words, the blaok is adopted with 
the *4ocal option'' feature? We will take a vote upon this 
resolution. 

Upon vote, resolution was adopted. 

Upon request of the Chair, the Secretary read the list of 
members composing the various committees, as follows : 

Laws and Legislation. — H. D. Appleton, New York; Frederick 
L. Cutting, Massachusetts; John C. Linehan, New Hampshire; J. 
V. Barry, Michigan; Reau E. Folk, Tennessee. 

Miscellaneous. — ^Lloyd Wilkinson, Maryland; S. W. Carr, Maine; 
George W. Marshall, Delaware; R. P. McDavid, Alabama; H. D. 
Green, Arkansas. 

Rates of Mortality and Interest. — J. J. Brinkerhoff, Illinois; 
Elmer H. Dearth, Minnesota; Frederick L. Cutting, Massachu- 
setts; S. W. McCulloch, Pennsylvania; H. C. Shober, South Dakota. 

Blanks. — Frederick L. Cutting, Massachusetts; H. D. Apple- 
ton, New York; C. W. Fletcher, Maine; A. I. Vorys, Ohio; Elmer 
H. Dearth, Minnesota; J. J. Brinkerhoff, Illinois; J. B. Reynolds, 
Missouri. 

Unauthorized Insurance. — J. V. Barry, Michigan; C. W. Fletcher, 
Maine; J. L. Neddersen, Wisconsin; George W. Marshall, Delaware; 
J. B. Chenault, Kentucky. 
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Place of Meeting and Officera, 1903.— Lloyd Wilkiason, Mary- 
land; R. P. McDavid, Alabama; T. E. Drake, D. C; A. I. Vorys, 
Ohio; C. P. Wofford, Tennessee. 

Committee on Reserve Other Than Life. — N. B. Hadley, Michi- 
gan; J. V. Barry, Michigan; Frederick L. Cutting, Massachusetts; 
H. D. Appleton, New York; John C. Linehan, New Harmpshire; S. 
E. Stlllwell, Ohio; H. D. Green, Arkansas. 

Assets of Insurance Companies. — John C. Linehan, New Hamp- 
shire; Lloyd Wilkinson, Maryland; C. W. Fletcher, Maine; J. T. 
Brazee, Ohio; Elmer H. Dearth, Minnesota. 

Credentials. — S. W. Carr, Maine; J. J. Drinker hoft, Illinois; 
S. W. McCuUoch, Pennsylvania; A. I. Vorys, Ohio; George W. 
Marshall, Delaware. 

Fraternal Insurance. — A. I. Vorys, Ohio; C. W. Fletcher, Maine; 
R. P. McDavid, Alabama; F. H. Hardison, Massachusetts; Reau 
E. Folk, Tennessee. 

At the suggestion of the Chair, the chairman of these vari- 
ous committees announced meetings for this evening, in order 
that reports might be in readiness on Wednesday. 

Mr. Cutting : I move that the Committee on Place of Meet- 
ing and Officers, 1903, be instructed to consider the expediency 
of having a permanent place of meeting for this Convention, 
and report prior to the adjournment of this meeting. 

The President : If there is no objection that will go to the 
committee for its consideration. Any further suggestions in 
the line of committee work ? 

Mr. Folk : I have a resolution concerning a matter which I 
desire to have submitted to the Committee on Unauthorized 
Insurance : 

"WTierecw, It is known to the Insurance Departments of the 
various States that certain concerns, styling themselves insurance 
companies, and purporting to write fire insurance, are operating 
throughout the country, not only without regard to the insurance 
laws of the various States in which they seek patronage, but 
without authority of the Insurance Departments of the States 
wherein their headquarters are located; and, 
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''Whereas, It is the plan of procedure of those so-called insurance 
companies, in order to evade State laws, to refrain from seeking 
any business in the State of their headquarters, and in order to 
evade the laws of other States to refrain from sending agents 
into such other States, but to use the mails of the United States to 
further their unlawful business, thereby avoiding liability to arrest 
and prosecution, and 
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The President : I think the su^^estion of the Commissioner 
from Tennessee has a great deal of meat in it. Several years 
ago when the debenture companies were swooping and swarm- 
ing over this country, doing a business of larceny, and attempt- 
ed to invade Indiana, I had some correspondence with General 
Tyner in regard to excluding those companies from the ad- 
vantages of the mails, for most of the business was done by 
correspondence. Finally an order was issued and a large ma- 
jority was excluded from the advantages given by the mails. 
It does seem to me that a company not authorized to do busi- 
ness in Alabama should not be permitted by the Federal au- 
thorities to do business there by no means of the mails. And I 
believe if this Convention will authorize such a memorial to be 
presented to the postoffice department, reinforcing it if neces- 
sary by congressional action, we will have taken steps to cut the 
throat of this great evil to the insurance business and the com- 
mercial interests of the country. I hope the Committee will 
take the matter up and be prepared to report to this Convention 
such heroic and stalwart action as will result in excluding all 
unauthorized companies from the advantages of the mails, as 
has been done with debenture companies now so happily gone 
into the ** sweet bye and bye.'* 

Motion was made for the adoption of a resolution offered 
by Mr. Folk and seconded by Mr. Marshall, of Delaware. 

Upon vote, resolution referred to Committee on Unauthor- 
ized Insurance. 

]\Ir. Cutting : Is there anything before the Convention ? 

The President : No ; we are in * * Good of the Order ' ' now. 

Mr. Cutting: I ask pardon for rising so often, but— 

The President : You are Dean of this Association, Mr. Cut- 
ting, and need make no apologies. 

Mr. Cutting : There is a matter concerning what I call the 
* ^ heterogeneous " blank— plate glass, steam boiler, accident, 
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and such things, that I will call attention to. In this connec- 
tion I will read the following : 

^ ^ A contractor takes out the usual liability policy to indem- 
nify him in case he meets with loss as the result of claims 
brought against him for accidents to persons for which he is 
responsible. The policy not only protects him in case of in- 
jury of his employees, but also for injury to any person caused 
by his negligence or that of his employees. What, under such 
a policy, is the amount of insurance in force, even though the 
limit for one injury is fixed at $5,000, or if the amount from 
any one accident, regardless of the number injured, be limited 
to $50,000 or ony other sum ? It cannot be computed, since the 
contract covers an indefinite number of persons for say $5,000 
each. Companies have attempted to comply with the law in 
making their annual statements by estimating this liability or 
amount of insurance in force. Comparing the figures returned 
for outstanding insurance on these liability policies with the 
premiums received by the companies on account of such insur- 
ance the result raises a doubt as to the wisdom of a require- 
ment that compels them to resort to estimates to be made upon 
a basis fixed each one for itself. The following table, the fig- 
ures of which are taken from their last statements to the Mas- 
sachusetts Department, shows the lack of uniformity more 
graphically than can be conveyed in words. In view of it, 
there appears to be a demand either that these companies 
should not be required to report their insurance in force, or 
that some basis be established upon which all companies doing 
this class of business shall make up the figures for risks in 
force. ' ' 
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COMPANIES. 


All Emyloyers and 

General Liability Risks 

in Force Dec. 31. 1891, 

and Premiums thereon. 


Employers and General 
Liability Risks in force 
Dec.81, 1901. andPremiums 
thereon in Massachusetts. 




Risks. 


Pre- 
miums. 


Per 
Cent. 


Risks. 


Pre- 
miums. 


Per 
Cent. 


American Mutual Liability.... 
Employer's Liability Assurance 

Fidelity and Casualty 

Frankfort American 


994,414,600 

280.574.055 

201,606.000 

35.069.000 

67.542.000 

7.342,000 

79.942.500 

62.188.666 

30.869.667 

56.839.608 

51.605.000 

125.973.333 

66,781.500 


$241,487 

1,246.995 

1.334,160 

150,627 

672,034 

68,645 

722,017 

1,064.926 

195,520 

438,830 

392,204 

1.058,249 

354,837 


.25 
.44 
.66 
.43 
.99 
.93 
.90 
1.60 
.63 
.77 
.75 
.81 
.53 


$47,480,000 

99,296.997 

5,446,000 


$116,308 

441.319 

38.825 


.25 
.44 
.62 


Frankfort Marine Accident * 
and Plate Glass 


16,772,000 

2,800,000 

23,620.000 

12,132,000 


102.079 

11.654 

126,275 

194.913 


.61 


General Accident Assurance. .. 
London Guarantee and Ac- 
cident 


.42 
53 


Maryland Casualty 


1.60 


New Amsterdam Casualty 




Ocean Accident and Guarantee 








Standard Life and Accident.... 
Travelers 


9.815,000 
24.805,000 
6,630.000 


82,024 

209.766 

37.925 


.32 

.85 


United States Casualty 


.57 



Now, you see there is a great diversity in these amounts 
and it would seem to me the proper thing to say to these com- 
panies that they need not report amount of insurance in force 
and premiums thereon, and I move that this matter be referred 
to the Committee on Blanks with instructions to report at this 
Convention. 

Seconded, and upon vote the matter is so referred. 

Upon motion of Mr. Folk, meeting adjourned until Wed- 
nesday morning at 10 o'clock. 
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SECOND DAY. 
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you particularly to pages 34 to 42 inclusive, of such proceedings, 
and request that your department will at once prepare suggestions 
along the lines of those made by Illinois, Massachusetts, Michigan, 
New York and Vermont, and incorporated in the report of the Com- 
mittee on Laws and Legislation. 

In preparing such memoranda particular attention should be 
given to assessment insurance, fraternal insurance and to special 
deposit laws. 

It is understood that the Secretary of the National Convention 
has furnished each of the Departments with a copy of the pro- 
ceedings of the Buffalo Convention. If your Department has not 
received a copy of such proceedings it may be obtained by com- 
municating with the Secretary, Mr. J. J. Brinkerhoff, Actuary, 
Illinois Insurance Department, Springfield, Illinois. 

In order that the recommendations of the various States may 
be properly compiled for the report to be made to the Columbus 
Convention, it is requested that each State Department shall fur- 
nish such data as it may be willing to prepare, to the under- 
signed not later than the 20th proximo." 

But five States, namely — Arkansas, Illinois, Indiana, New 
Hampshire and Texas, have responded thereto. Having received 
so few additional responses, the Committee is again unable to 
tabulate the replies from the various Departments for the pur- 
pose of indicating such recommendations as might come from all 
or a majority of them. It is the sense of the Committee, however, 
that this Convention ?'hould, by resolution at least, commit itself upon 
the question of special deposit requirements as now exacted by 
some of the States, and the following resolution is offered for the 
action of the Convention: 

Resolved, That all general deposits of insurance cor- 
porations held by the fiscal officers of any State should 
be for the protection of all policy-holders, excepting those 
held on account of foreign corporations of other countries, 
when they should be held for the protection of policy- 
holders in the United States only. 

Attached to this report and made a part threof, are the sug- 
gestions received from the States responding to the letter of July 
3d, 1902. 

Respectfully submitted. 

Hexby D. Appleton, 
For the Committee on Laws and Legislation. 
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ARKANSAS. 

Would suggest the following: In order to uniformity of laws — 
That the formation of assessment life insurance companies should 
be prohibited; that there should be no special deposit laws; that 
fraternal societies should be placed under as strict State supervision 
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unpaid losses In case of discontinuance should be required, and 
the condition of insolvency be defined upon a proper business and 
scientific basis. 

FRATERNAL INSURANCE. 

The law relating to these associations should be so amended 
that their affairs will be put upon a better business basis. Its 
benefits should be restricted to those societies which are strictly 
fraternal and which have in fact a representative form of govern- 
ment according to prescribed statutory requirements. A proper 
basis of solvency should be established. A minimum rate of pre- 
miums should be required adequate and equitable, based on an 
accepted table of mortality. Such provision for reserve fund 
should be made that in the event of failure or discontinuance the 
claimants shall be protected and the period within which un- 
contested claims shall be paid should be prescribed. 

SPECIAL DEPOSIT LAWS. 

Laws requiring deposits in States for the special protection 
of policy-holders therein should be repealed. The policy-holders 
of companies In all States should have equal protection. If special 
deposits are necessary in some States they should be required 
in all. If adequate special deposits were required in all it would 
be an Impossible requirement on many companies and seriously 
hinder the transaction of business. 

INDIANA. 

I beg to say first, I believe it would be to the best interests 
of the insuring public that all assessment insurance be out-lawed. 
In other words, that the further organization of assessment insur- 
ance companies be prohibited by law. I mean by assessment com- 
panies, those that undertake to do a general or local business of 
life and fire insurance. I would not include in that, farmers' mu- 
tuals, and a few other organizations that simply pass the hat 
amongst a special class whenever losses occur. In assessment 
organizations that are now authorized by law, the supervision 
should be of such a character that would develop every feature of 
expense, both as to general and mortuary, and that would practically 
draw a dead line so that the right of making additional assess- 
ments in case of an emrgency, could not be subordinated, and 
the practice by implication, promising virtually old line benefits, 
would be eliminated from policy forms. I would favor a law 
that would require to be on hand, in addition to an amount equal 
to the maximum policy Issued, a special deposit based upon the 
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volume of business done, to be added to each year, and remain in 
the custody of the Home Insurance Department of the company. 

In fraternal insurance, I recognize that fraternal beneficiary 
insurance organizations have come to stay, and while they have 
been subject to frequent changes, and will from the nature of their 
basis, continue to be, still like the poor, they are with us, and 
that continually. The laws of the different States should practi- 
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by our laws to make special deposits for the protection of their 
New Hampshire policy-holders. Were there a general law like this 
in force throughout the country it is believed that both companies 
and policy-holders at large would be better protected. New Hamp- 
shire has a standard form of flre insurance policy in which the 
policy is valued. The fire experience in the State since the adop- 
tion of this form of policy has greatly improved as compared with 
the situation before its enactment. For this reason I should not 
be in favor of the adoption of any standard form of fire insurance 
policy not containing this condition. 

The difficulty of securing uniform legislation on this point 
can therefore be easily seen. Legislation for uniformity in the 
collection of taxes and fees would be a benefit to the insurance 
companies and be well for the Insurance Departments. Retaliatory 
laws are relics of barbarism, but in the absence of uniformity, 
it is necessary to enact and enforce them. New Hampshire, for 
instance, cannot afford to allow a company to do business within 
her borders on the payment of an annual fee of five dollars, when 
one of her companies is charged three hundred dollars for the same 
privilege in another State. I am of the opinion that there is more 
need of immediate action in this line than in any other presented 
for the consideration of your committee. No insurance companies, 
life, casualty, fire, or otherwise can be incorporated under the 
general laws of New Hampshire. Charter must be secured direct 
from the legislature. This has been the situation here since 1891. 
The cause for the change in the laws in this respect was the incor- 
poration under the general laws of a horde of endowment orders 
which, about that period, infested all New England. In 1895 the 
law was amended, allowing the incorporation under the general 
laws of fraternal associations not confining their membership to 
the Masonic, Odd Fellows, Knights of Pythias, Red Men, or similar 
associations limiting their certificate-holders to any particular order, 
sect, nationality, profession, or trade. The effect of this legislation 
has been beneficial as it is more difficult to secure a charter from 
the legislature for the transaction of a questionable business than 
it would be to incorporate under the general laws. 

I have no recommendation to make, but simply mention this 
for your information. 

In relation to fraternal orders I cannot say that I am prepared 
to recommend any legislation. Under the laws of this State all, 
domestic as well as foreign, are obliged to be licensed by the com- 
missioner, and are under his direct supervision. Unless he is 
satisfied that an association of this class, applying for admission 

—4 
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to New Hampshire, is reliable and worthy of public patronage, he 
is not obliged to issue license. 

This power has been rarely used, and not in a single instance 
with what he considers a legitimate fraternal association. Of the 
thirty-five orders authorized to do business In New Hampshire, but 
nine guarantee to pay the full amount written in the certificate; 
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TEXAS. 

The matter of uniform legislation upon the subject of insur- 
ance is a very important one, but believing as I do, that there 
is no likelihood of uniformity of legislation upon this subject in all 
of the States, I shall confine my reply to your letter to the subject 
of fraternal insurance. It is barely possible that upon this par- 
ticular feature of the work uniform legislation may be had. My 
reason for concluding that this is possible is based upon the con- 
dition of legislation upon this subject in the various States, to- 
gether with the experience that most of the States have had in 
connection with fraternal insurance. 

If uniformity can be had, I have the following suggestions to 
offer: First, that the law shall provide for a minimum rate of 
assessment. Second, that it should provide that no form of in- 
demnity should be undertaken except a death benefit. Third, that 
no fraternity should be permitted to write limited pay or any 
form of endowment contracts. Fourth, that these fraternities should 
be prevented from writing old age or disability benefits. 

It seems to me that these are the most important questions to» 
be settled in any legislation having for its object the elimination 
of such fraternal insurance companies as are simply started by 
the promoters to be run for a few years for profit. I am also con- 
strained to believe from my own experience during the past six 
years in this oflSce, that such legislation at this time would receive 
much assistance from the fraternities themselves as to overcome 
the opposition that would be raised from the small concerns that 
have no conception of the great trust placed in their hands, to- 
gether with that class that do realize something of the trust but 
are simply managing these societies for the money that they can 
make. 

I earnestly hope that some unanimity of action may be taken 
by the commissioners of the various States along the lines sug- 
gested. 

I have no conclusions to offer with regard to assessment in- 
surance companies, for the reason that I am not troubled with 
this class of business and have given the matter but little thought. 

On the other subject to which you refer, that is, legislation 
requiring deposits, I am disposed to believe that such legislation 
by the States would be unfair, for the reason that many of the 
companies now operating in a large number of the States and 
offering perfectly solvent contracts, would find themselves unable 
to comply with any law requiring deposits in every State in which 
they do business; but I am not prepared to offer any suggestiona 
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as to what kind of recommendations should be sanctioned upon 
this subject by the gathering of commissioners. I entertain con- 
Tictions upon this matter which I shall not hesitate to express 
to the members of our legislature when such matter as this is 
raised. 

The President: You have heard the report of the Corn- 
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Mr. Wilkinson : If that is the object, it seems to me the res- 
olution is not drown in such a way as to show it. The passage 
of that resolution would indicate to the officials of the States 
that we were trying to interfere with their business. 

The President: As I understand it, this is simply a rec- 
ommendation to the commissioners and not binding upon them. 
No resolution of this body could be made binding upon the 
commissioners. 

Upon request of Mr. Wilkinson, the President re-read the 
resolution under discussion. 

Mr. Gray : Mr. President, I think it would be much better 
if the resolution should be put in such form as to request the 
different commissioners to ask their legislatures to make this 
change. We might ask them to do it. 

Mr. Linehan: Is this merely a recommendation? 

Mr. Appleton: The resolution itself says these deposits 
shotdd be held, etc. We cannot possibly go behind a legislative 
enactment, but by this resolution we say that it is the recom- 
mendation of this Convention that these special deposits be as 
rapidly as possible done away with, and that all States having 
such laws amend the same in accordance with this expression. 
By the adoption of this resolution we simply express the sen- 
timent of this Convention in favor of such legislation. 

Mr. Gray : That is all right, but it don 't read that way. 

Mr. Neddersen : I move that we amend the present form of 
the resolution so that when amended it shall read : 

"Resolved, That it is the sense of this Convention that the laws 
of the various States be amended so that all general deposits of in- 
surance corporations held by the fiscal officers of any State should be 
for the protection of all policy holders, excepting those held on ac- 
count of foreign corporations of other countries, when they should be 
held for the protection of policy holders in the United States only." 

The amendment offered by Mr. Neddersen was accepted by 
Mr. Appleton, and Mr. Gray expressed his satisfaction there- 
with. 
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Upon vote, the resolution was adopted unanimously. 

The President: During the interim of apparent leisure, 
there is an item of unfinished business proposed by Mr. Line- 
han at the last Convention which might be disposed of. If Mr. 
Linehan is prepared to present it, I think the matter fnay now 
come before the Convention for action. 

Mr. Linehan : At the last Convention I introduced the fol- 
lowing amendment to the constitution, which you will find on 
page 86 of the proceedings of last year : 

"But no person shall be eligible to the office of President whose 
term of office shall definitely expire before the assembling of the 
annual convention subsequent to his election." 

Last year the president-elect went out of office before the 
Convention met, and this is to cover future contingencies of 
that kind. 

I move that this amendment be adopted. 

Motion seconded by Mr. Marshall, of Delaware. 

Upon vote of the Convention, amendment unanimously 
adopted. 

The President : What is the further pleasure of the Con- 
vention? We have quite a number of committees whose re- 
ports are upon the program for a later time. Possibly some 
of these committees Could be advanced and the reports heard 
now. 

Mr. Vorys said that the request had been made by a local 
photographer that the members in attendance upon this Con- 
vention come to his gallery to have a picture made, and it was 
thought best to set the time for Thursday, immediately after 
noon adjournment. 

The Committee on Blanks signified its readiness to report 
upon matters referred to it on Tuesday, and the following 
report was read by Mr. Cutting, Chairman: 
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The Committee on Blanks, to whom was referred the mat- 
ter of * * amount at risk, ' ' pertaining to * ' Employers ' Liability ' ' 
companies respectfully report that in their judgment such item 
being misleading and of no practical use, that it be eliminated 
from the blanks to be used for the current year, and that the 
Convention instruct this Committee to revise said blank and 
report thereon to the next Convention. 

On motion of Mr. Gray, seconded, report of the Committee 
on Blanks unanimously adopted. 

Mr. Cutting: 1 would suggest that the Secretary instruct 
not only the commissioners present at this meeting, but also the 
commissioners of such States as are not represented here, as to 
the passage of this resolution. 

The President: If there is no objection, we will take the 
suggestion of the Commissioner from Massachusetts by consent. 

The Committee on Unauthorized Insurance is ready to re- 
port. If there is no objection, we will hear that report now. 

Mr. Barry, Michigan : Under the resolution of the Execu- 
tive Committee, as interpreted by the Committee on Unauthor- 
ized Insurance, that committee was instructed to prepare a 
list from the best sources at its command of so-called wild-cat 
companies. In the discharge of that duty, the committee de- 
voted considerable time, and addressed a communication em- 
bodying the resolution of the Executive Committee to the Com- 
missioner of Insurance of every State in the Union, enclosing 
blanks for the return of the names of companies of that class 
operating in their respective States. The Committee received 
responses from all but four Stated, Colorado, California and 
the two Carolinas. From the material furnished by the commis- 
sioners and that gained from other reliable sources, the com- 
panies shown in the following list were found to be wholly 
worthless, or we were completely unable to find anything in 
their favor from any reliable report. We decidecj to present 
this list to the Convention, so that if any company is in the 
** wrong pew" it may be removed. 
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The list submitted, as subsequently revised by the Com- 
mittee after re-submission to the insurance officials of the sev- 
eral States, is as follows : 

The following: companies were found to be either wholly 
worthless or we were unable to find any report covering them 
in any State or Best's reports: 

American Underwriters, Chicago. Not licensed; composed of 
the Central and Citizens Ins. Cos. 

American Trust & Ins. Co., Chicago. 

Aetna lus. Co., Ivjiiisville, Ky. Incorporated in Delaware in 
1900. 

Aetna Fire, New Orleans. 

American Fire, W^ilmington, Del. 

American Fire, Terre Haute, Ind. 

♦Amazon, Charleston, W. Va.; headquarters, Lima, Ohio. Oustei 
proceedings pending. 

American Fire Ins. Co., Chicago; not licensed. 

Citizens* Ins. Co., Chicago. Not licensed; does not claim to be 
an Illinois corporation. 

Commonwealth Ins. Co., Chicago. Not licensed. 

Columbian Ins. Co., Chicago. Not licensed. 

Columbia Ins. Co., Chicago. Not licensed. 

Central Ins. Co., Chicago; incorporated West Virginia. Not 
licensed. 

Commercial Fire Ins. Co., Chicago. Not licensed. 

Commercial B^re Ins. Co., Philadelphia. 

Commercial Fire Ins Co., Wilmington, Del. 

Continental Fire Association, Fort W^orth, Texas. In hands of 
receiver. 

Commerce, New Albany, Ind. Special charter; mandamus to 
compel report pending. 

Commonwealth Ins. Co., W. Va., Chicago. Not licensed. 

Continental Underwriters, Chicago. Not licensed; a Lloyds. 

Capitol Ins. Co., Jackson, Miss. In hands of receiver. 

Delaware Trust & Ins. Co., W^ilmington, Del. 

Equitable Fire Ins. Co., Wilmington, Del. 

Equitable, Indianapolis. Special charter; mandamus suit to 
compel report pending. 
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Elgin National Ins. Co., Chicago. No evidence that this com- 
pany is doing any business. Not authorized. 

B^re Association, New York. Uoyds. 

Fort Wayne Ins Co., Fort Wayne, Ind. Receiver. 

Georgia Indemnity Association, Atlanta, Ga. 

Georgia Industrial Ins. Co., Chicago. Not licensed. 

German Union, Wilmington, Del. 

Germania Fire Ins. Co., Chicago; incorporated W. Va. Not li- 
censed. 

Great Britain Ins. Co. of London, Chicago. Not licensed. 

Interstate Ins. Co., Chicago; incorporated W. Va. 

Illinois Ins. Co., Chicago. No evidence that this company 
trying to do any business; not authorized. 

Imperial of Chicago. Not licensed. 

Independent Fire Underwriters, Springfield, 111. Lloyds. 

Indiana Underwriters, Indianapolis. Receiver. 

Inter Ocean Ins. Co., Chicago. Lloyds. 

Kenosha F^re Ins. Co., Kenosha, Wis. 

London Fire Office. 

Lincoln Ins. & Banking Co., Hammond, Ind. Receiver. 

Lincoln Fire, Chicago. Not licensed. 

Lloyd's Fire of Sweden. 

Mercantile Fire Ins. Co., Chicago. Claims not to be an Illinois 
corporation. Not licensed. 

Mutual Ins. & Industrial, Dover, Del., Chicago. Not licensed. 

Mercantile Fire Ins. Co., Chicago. Same as above. 

Merchants & Manufacturers, Dover Del., Chicago. Not licensed. 

Mercantile F. & M., Washington, D. C. Proceedings to annul 
charter commenced. 

Mercantile Ins. Co., Wilmington, Del. 

Merchants Ins. Co., Charleston, W. Va. 

Merchants Underwriters at Indemnity Exchange, Chicago. 
Lloyds. 

Merchants' National, Chicago. In receiver's hands. 

Mt Vernon, Alexandria. 

Mutual Trust Co., Dover, Del. 

Millers Mutual Ins. Co., Kansas City. 

Mercantile Fire Ins. Co., Indianapolis. 
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Merchants Fire ruderwirters, Chicago. Lloyds. 

Northwestern Fire Ins. Co., Chicago. Not licensed. 

National Fire Ins. Co., Chicago. Not licensed. 

♦National Ins. & Investment Co., Dover, Del., Chicago. Not 
licensed. 

Northwestern Fire Ins. Co., Chicago. Not licensed. 

National Republic Mre Ins. Co., Chicago. Not licensed. 

People's Fire Ins. Co., Kenosha, Wis. 

Prairie State Ins. Co., Chicago; incorporated W. Va. Not li- 
censed. 

Pulaski Mutual Ins. Co., Chicago. In receiver's hands. 

Peoples' Ins. Co., Dallas. 

Regal Ins. Co., Chicago. Not licensed. 

Southern Ins. Co., Corsicana. 

Security Mutual Ins. Co., Omaha. In hands of receiver. 

Skane F. & M., New York. 

Star Fire & Burglary, Scotland. 

Southern Fire Ins. Co., Atlanta, Ga. Charter expired.. Not 
licensed. 

Security F. & M. Ins. Co., Washington, D. C; incorporated W. 
Va.; suit of ouster pending. 

Traders Fire Uoyds, New York. 

Texas Ins. Co., Waco, Texas. 

Threshermen's Protective Association, New York. 

Union Fire Ins. Co., Charleston, W. Va. 

Underwriters at Standard Lloyds, New York. 

Union Fire Co., Chicago. Not licensed. 

Vernon Ins. & Trust Co., Indiana. Receiver. 

Western Fire Ins Co., Chicago. Not licensed. 

Western Illinois Ins. Co., Chicago. Not licensed. 

Washington Fire, D. C. 

Western Fire, Marine & Plate Glass, Chicago. In receiver's 
hands. 

Western Ins. Co., Aurora. Same company as above. 

Western Consolidated Underwriters, Chicago. Lloyds. 
* Special charter. 

Mr. Barry: In addition to this list, we prepared another 
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list embracing companies which were found to be financially 
responsible, but doing an underground business in some States. 
I do not understand that this should be read. 

Mr. Cutting: I would like to ask Mr. Barry for the name 
of the incorporation at Lowell. 

Mr. Barry: The **Home Guarantee Mutual.'' 

Mr. Cutting : The Home Guarantee Mutual was incorpor- 
ated with a guaranty fund of fifty thousand dollars, and is now 
practically moribund. It is winding up its affairs, and Mas- 
sachusetts will look after it. 

Mr. Vorys : Ohio has one company which properly belongs 
in that bunch ; but I suggest that the name * * Cincinnati ' ' be 
stricken out, unless some one has information that there is a 
Cincinnati insurance company. 

Mr. Barry: Do you want to substitute ** Columbus T' 
(Laughter). 

Mr. Vorys: There is no '* Columbus'' company. I would 
suggest that the President and Secretary either abrogate their 
oflftces or offer some good excuses for remaining. (Increased 
merriment). 

It was suggested by Mr. Appleton that a roll of States be 
called and the representative from each State be given an op- 
portunity to testify as to the companies reported therefrom. 
The Chair instructed the Secretary to call the roll. 

Mr. Berry: Before we proceed with this roll call, I desire 
to report further concerning the resolution of Mr. Folk, of 
Tennessee, referred to this Committee yesterday. The follow- 
ing memorial is offered for adoption : 

"Columbus, Ohio, September 24, 1902. 
"To the Postmaster General, Washington, D. C. 

"Sib — The National Convention of Insurance Commissioners, 
now in session at Columbus, Ohio, has the honor to address you for 
the purpose of respectfully and earnestly directing your attention 
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to a serious condition of affairs which the members of this Conven- 
tion in their various jurisdictions are powerless to remedy, and from 
which substantial relief can only be obtained through the postal laws 
and the postal authorities of the National Government 

"\Vo respectfully represent that, to the best of our knowledge, 
information and belief, the United States mails are being used for 
fraudulent and nefarious purposes by certain concerns styling them- 
selves insurance companies and seeking, by correspondence and ad- 
vertising matter sent through the mails, to obtain money for so- 
called fire insurance policies, these policies being in most instances 
entirely worthless. None of the concerns in question is authorized 
to transact business by ihe authorities of any State in the Union. 
They evade the laws of the States of their domicile by writing no 
business therein, and evade liability to arrest and prosecution in 
other States by operating entirely through the medium of the 
mails. 

"We respectfully urge that the Post Office Department will take 
cognizance of these matters to the end that a proper remedy may 
be had and the mails of the United States denied to these unworthy 
concerns. Respectfully submitted." 

In view of a possible necessity of legislative action, practi- 
cally the same memorial is addressed to the Congress of the 
United States, as follows : 

"Columbus, Ohio, Sept. 24, 1902. 
"To the Senate and House of Representatives of the United States, 

Washington, D. C. 
Greeting: — 

"The National Convention of Insurance Commissioners, now in 
session at Columbus, Ohio, has the honor to address you for the 
purpose of respectfully and earnestly directing your attention to a 
serious condition of affairs which the laws of the various States are 
powerless to remedy, and from which substantial relief can only be 
obtained through laws enacted by Congress. 

"We respectfully represent that, to the best of our knowledge, 
information and bflif f, the United States mails are being used for 
fraudulent and nefarious purposes by certain concerns styling them- 
selves insurance companies and seeking, by correspodence and ad- 
vertising matter sent through the mails, to obtain money for so- . 
called fire insurance policies, these policies being in most instances 
entirely worthless. None of the concerns in question is authorized 
to transact business by the proper authorities of any State in the 
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Union. Each evades the laws of the State of its domicile by writing 
no business therein, and evades liability to arrest and prosecution 
in other States by operating entirely through the medium of the 
mails. 

"We respectful.y and earnestly urge that Congress will take cog- 
nizance of these matters to the end that laws may be passed enab- 
ling the Postoffice Department to deny the use of the mails of the 
United States to these unworthy concerns. 

"Respectfully submitted." 

The President : You have heard the report of the commit- 
tee : what is your pleasure ? 

Mr. Wilkinson : Are all the companies in the list read, fire 
companies ? 

Mr. Barry : They are. 

Moved by Mr. Neddersen, and seconded, that the report be 
adopted. 

Mr. Hadley: It seems to me that the commissioners of the 
different States ought to be given an opportunity to go over 
this list before it is finally adopted. I think that some will not 
be able on a call of the roll at this time to answer correctly 
from memory, and I would suggest tJiat the matter be laid over 
until this afternoon or tomorrow morning. In the meantime 
the commissioners may examine the list and be ready to report 
thereon. 

The President: I think that is a very good suggestion. 

Mr. Neddersen : I believe we can adopt the general report 
of the committee, and after the list has been gone over we can 
adopt the list. 

The President: I think you are right. 

Upon vote taken, report is unanimously adopted. 

The President : What will you do now with the suggestion 
of Mr. Hadley ? Will you hear the reports of the States at this 
time or let it go over ? 
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Mr. Neddersen : I move the matter be laid over until after 
dinner, so the commissioners may have opportunity to examine 
the list and be ready to report at that time. 

Mr. Linehan: The Kearsarge is a **wild caf of very bad 
odor. New Hampshire men had nothing to do with it. Two 
New York men came down and bought a charter. As soon as 
I heard of it I went down to New York, a year ago last June, 
to examine the company. I remained four days and found 
nothing to examine. The charter read that the company would 
be located in the State ; it was located outside the State. All 
policies purported to be signed in Concord, New Hampshire. 
The counsel for the company— he was a bright man— was a 
man in New Hampshire, and by those peculiar ways lawyers 
have access to, he kept the matter hanging for over a year; but 
the charter of the company was declared forfeited by the court 
in July, 1902, and thus the company went out of existence. 

The President : If there is no objection, we will take up the 
call of the roll on this list, immediately after the address of 
Mr. McCall this afternoon. 

Moved by Mr. Fletcher, of Maine, that the Secretary be in- 
structed to send to each department, immediately after the 
close of this Convention, a copy of the list of wild-cat and un- 
authorized insurance companies as adopted by this Convention. 

Mr. Dearth, of Minnesota, moved to amend this instruction 
to include a copy of the memorial submitted by the Committee 
on Unauthorized Insurance, and each commissioner be request- 
ed to submit the same to the legislature of his State. 

The President : If there is no objection, this will be taken 
by consent, and the motion as amended was adopted. 

We will now hear the report of the Committee on Reserves 
other than Life. 

Mr. Hadley: I will say in the first place that Mr. Vorys 
was chairman of this Committee, but on account of the pressure 
of other work asked to be relieved, and as the Michigan de- 
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partinent had made some effort along the line of liability re- 
serve, he requested me to prepare a paper upon that subject. 
The paper I will read after having finished the reading of the 
report of the Committee on Reserves other than Life. The 
paper is my own personal paper and not the report of the Com- 
mittee. 

The Committee on Reserves other than Life report that 
the suggestion made by Mr. Hadley, of Michigan, as to the 
item ** Resisted for Employers,'' under head of liability in 
Miscellaneous blank, page 3, raises certain questions which 
would involve changing portions of the annual statement blank 
for stock companies other than fire or life, and would, there- 
fore, reconmiend that it be referred to the Committee on 
Blanks for their consideration, with instructions to report 
upon the same to the next Annual Convention. 

This committee has not had the opportunity to give the 
paper prepared by its chairman sufficient consideration to 
warrant any reconmiendation in connection therewith, and^ 
therefore, such paper is herewith presented to the Convention 
by Mr. Hadley as containing his personal views upon the 
question of liability reserve, in hope that it will result in 
opening up this subject for discussion next year. 

The President: If there is no objection, the recommenda- 
tion of the Committee on Reserves other than Life will be 
adopted by consent, and the question referred to the Commit- 
tee on Blanks, as requestved therein. 

Mr. Hadley read the following paper: 

It is with considerable diffidence that I even assume to appear 
before this Convention in any other capacity than that of a student 
deeply interested in the Department problems and in the ultimate suc- 
cess of the insurance interests of the country, both from the standpoint 
of the public and that of the companies. I assure you, however, that 
although I may advance some ideas and opinins of my own in this 
paper, that it is done with a realization that there are a large num- 
ber of men who have made the subject to which I shall try to confine 
my remarks a far more exhaustive study than I have, and would, 
therefore, be more able to present a thorough discussion of the sub- 
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ject. Nevertheless, I have become so interested in the subject of 
insurance generally and the establishmnt of all branches upon a 
permanent and absolutely safe basis that I shall endeavor to justify 
my position and that of my State upon the question of liability re- 
serves. 

I believe that the publicity of its business and the sufficiency of 
its reserve requirements are the two pillars that support the in- 
surance structure of this country and make it as absolutely perma- 
nent as is possible and give it a strength so that it cannot be made 
to tremble, under whatever financial or industrial disaster may 
disturb the business interests of this country. 

There is no business today, in my opinion, that will stand any 
comparison whatever with the insurance interests, either in its 
strength and p€.rmanency or in its usefulness in the advancement and 
welfare of our countrymen. 

Each separate class of insurance must meet the problems that, in 
its nature, are presented to those having its proper establishment 
at heart. The sufficiency of its reserves is the great problem that has 
been met in the past by those different branches of insurance which 
can be said to be firmly and permanently established, and I assert 
that no stage in the progress has been so critical as the one involving 
the solution of that problem. 

The reserve required of life insurance companies is well estab- 
lished, and no one would have the hardihood to attack it. In the 
same manner the reinsurance reserve has become a permanent part 
of the reserve system of the insurance world, and none of us would 
disturb it even if we had the power to do so. 

I wish to submit as a general proposition that a reserve is not a 
measure of liability, but rather the setting aside or retaining of an 
amount amply sufficient to meet any future deferred liability. It is 
because there is and can be no adequate measure of liabilities that 
are deferred until some future contingency that a reserve is required. 
Therefore, a reserve to be of any value, must be adequate to meet the 
needs of the future. If there is to be an error, it should certainly be 
on the side of safety. The second essential element of a reserve, in my 
opinion, should be the greatest possible simplicity in its character 
consistent with a proper computation. There should be no confu- 
sion as to what methods should be employed, and the standard must 
of necessity be plain and invariable. The officers of the company, 
as well as the supervising officials, must be familiar and, if possible, 
the public too, with the standard established for computing a reserve. 
Confusion or variation in the standard must produce wrong results, 
if not dishonest ones, and makes the reserve almost, if not quite. 
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worthless. Any standard requiring constant revision or which per- 
mits any chance for deception should be avoided. 

Does the liability business, in its nature, require any other re- 
serve than the reinsurance reserve? I claim it does. There is no 
check whatever upon the estimates made by persons having them 
in charge, and no penalty is provided for improper estimate of lia- 
bility. Underwriters for years will go on deceiving themselves and 
the public as to what their actual condition is. The examinations 
conducted by Mr. Stevens while Commissioner of Insurance of the 
State of Michigan, disclosed the fact that in a number of cases there 
was a deplorable state of affairs, although at that time the condition 
of the liability business had been greatly improved from what it was 
a few years before. Nevertheless, he found, with scarcely an excep- 
tion, inadequate reserves or estimates of undertermined losses. In 
many instances he found reserves or estimates were only about one- 
half of the actual amount that had been paid, ana some cases even 
worse than that were discovered. He became convinced of the ne- 
cessity for legislation along this line, and the Michigan Liability Re- 
serve Law is the result. The losses in the liability business, from 
their nature, are many of them long deferred, and a company doing 
this business must make adequate provision to meet them if it wishes 
to succeed, and a Department must require it if it fulfills its mission 
and protects the public. 

We all of us, I presume, know from experience how almost 
impossible it is to compel companies to adequately estimate out- 
standing losses in any brauch of insurance. This is especially 
true with those companies which are so near the danger line of 
insolvency as to require constant watching. How much more, there- 
fore, of a temptation it is for the officers of a company to under* 
estimate the losses that are deferred for a number of years, and 
thereby delude themselves even into believing that they are suc- 
cessful underwriters making large profits. This has been done so 
frequently in the liability business that there is a demand for some 
simple, uniform, ample reserve, so that the investor and the public 
may both be properly protected. I believe the Michigan law answers 
this purpose. 

I wish to state in this connection, that the blank adopted by 
this Convention should provide an item for reserves on liability 
account, and also one for outstanding claims in the fidelity and 
surety business. It is wrong to have these liabilities reported as 
outstanding claims, either "resisted" or "in process of judgment," 
and tends, in my opinion, to misrepresent to the public the actual 
condition of a company and the character of its liability. It 

—5 
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compels a company which is endeavoring to » place its business 
above question to report a larger amount of outstanding claims 
than its less conservative competitor, or else to divide its liabilities 
on this account and establish a contingent reserve. 

Before going into a discussion of the Michigan Reserve Law 
I wish to read a letter received by the writer from the Hon. 
George F. Seward, President of the Fidelity & Casualty Co. of 
New York, whom you know to be an underwriter whose judgment 
upon questions of this character, and whose ability to present them 
we all recognize, and although I differ from him in some of his 
conclusions for reasons hereafter given, I desire to give you his 
very able presentment of liability reserves. 

"The manner of determining reinsurance reserve has long been 
fixed by law in most States at least. In the case of loss reserves, 
however, there has been no statute governing the matter until the 
recent Michigan statute nor has any method been agreed upon 
generally. This condition has added greatly to the difficulties of 
conducting a liability business properly. 

"It seems to me that discussion of the question of proper 
method of computing loss reserves should be preceded by recog- 
nition of the fact that all lines of insurance fall naturally into two 
great classes — ^those in which the losses are immediate and those 
in which the losses are deferred. The distinction is useful and 
affords the key to the situation. In the first class are comprised 
fire, marine, steam boiler, plate glass, burglary, personal accident, 
and similar lines; in the second, life, surety and liability lines. 
In the case of companies writing business of the first class, the 
long existence of companies pursuing unsafe meithods is pre- 
cluded by a natural check which consists in (1) that upon the 
occurrnce of the contingency insured against the amount of the 
loss is known at once with exactness, and (2) that the loss must 
be provided againgt at once by payment or by adequate reserve. 
Consequently the punishment for incompetency is immediate, and 
this renders it unnecessary to impose any unusual conditions for 
the protection of the public. In the case of life insurance, however, 
the feature of deferred losses is introduced, and experience has 
indicated the necessity of establishing an artificial check corre- 
sponding in its effects to the natural check operating in lines of 
the first class. I refer, of course, to the use of the mortality tables 
in calculating the net present value of policies. Liability insur- 
ance also is characterized by deferred losses, which, while differ- 
ing in character, are identical in action and result. Here also 
no natural check exists. Upon the occurrence of an accident the 
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loss is not known with exactness and may require long litigation 
to determine, so that by deceiving themselves, insurance com- 
missioners and the public, it has been possible for companies to 
shuffle along for years. For several years, or until the claims 
are fully matured, the line has appeared on its face profitable. In 
liability insurance the element of time is a most important ele- 
ment It would seem, therefore, that the Intervention of statute 
to establish an artificial check is quite as necessary as in life 
insurance. 

"In my opinion the proper method of computing loss reserves 
is a method based on pure premium losses and pay rolls. Pay 
rolls afford an absolute measure of the hazards insured. The 
pay roll is the basis for determining the premium; it should be also 
the basis for determining the loss reserves. The pure premi- 
um losses should be determined from completd experience, 
and these applied to the pay rolls of recent years will show the 
losses that may be expected. Obviously this method is open to 
the objection that it does not make any allowance for the better 
selection of business that every company is enabled to make as 
time passes because of the experience gained, but it is as fair 
a method as can be devised at the present time. 

"In detail my propositions is as follows: From as broad an 
experience basis as can be compiled from reliable sources deduce 
the pure premium losses for the country at large by schedules. 
I say "by schedules" because schedules are groups of kindred physi- 
cal hazards and consist therefore of classifications related in the 
closest possible way. The method can be made more accurate 
by selecting smaller units, that is, by determining pure premium 
losses for the individual classifications, but this would result prob- 
ably in its becoming too cumbersome. By pure premium loss I 
mean the ' ultimate loss divided by the pay roll pointed off 
as hundreds; in other words, the loss per one hundred 
dollars of pay roll. The pure premium losses so- determined are evi- 
dently the average loBses that may be expected. But by reason of 
differences in physical and legal hazards the losses will necessarily 
vary in the different States. Expected pure premium losses ap- 
propriate for each State should therefore be determined. This can 
best be done by calculating counter-differentials, which are factors 
expressing how much better or how much worse the experience 
in the different States is than in the country at large. Their values 
will be ascertained by the following operations: Determine what, 
for the sake of distinction, may be termed the "normal losses," 
that is the losses ascertained by the application of the pure pre- 
mium losses of the various schedules for the country at large to 
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the pay rolls of the various schedules in the different States. Di- 
vide the actual losses by these calculated so-called "normal losses'* 
and the quotient will be the counter-differentials for the State. 
The same process will be gone through with each State and a 
counter-differential for each determined. The work to this point 
has resulted in a table of pure premium losses by schedules for 
the country at large and a table of counter-differentials for the 
different States. By multiplying the pure premium losses for 
the country at large by the counter-differentials in turn, there will 
be obtained a table of pure premium losses for each State. These 
tables together constitute a "standard table of experience" to 
be used in determining loss reserves. 

"In compressing the statement of the method in such narrow 
compass many points necessarily have been touched upon only, 
but I think nothing essential to its understanding has been omitted. 
If there is anything not clear I shall be pleased to elucidate it 
Doubtless many diflaculties stand in the way of its application. 
But if met with courage and successfully overcome, the results 
will inure to the advantage of the public and all other parties 
concerned. I look upon your position as one of great opportunity 
and expect to see much come out of your work. 

"It seems to me that the method of computing loss reserves 
established by the Michigan statute is wrong in principle and will 
therefore work injustice. It will not accomplish the end aimed at. 
This must always be the case with a method based on premium 
percentages fixed at an arbitrary figure. Such a method involves 
the assumption that all companies get equal premiums for equal 
hazards. You are familiar with the liability business and know that 
this is not the fact. Take, for example, the case of 1,000 machine 
shops having an aggregate wage expenditure of $30,000,000. One 
company would write the insurance of these for say, ?100,000, and 
another for, say, $80,000. The Michigan law in effect says that 
the losses paid by the first company will be $40,000 and by the 
second company $32,000. What is the result? Clearly that the 
company which is transacting its business with a safe bargain and 
thus protecting its policy-holders is compelled to maintain a large 
reserve, and the wildcat company — ^the very company that for the 
protection of the public should be compelled to make ample pro- 
vision to meet losses — ^has to put up little or no reserve. It was 
probably not the intention of the Michigan legislators to make 
this discrimination. A standard table of experience based on pure 
premium losses, such as I propose, would cure this evil. 

"With respect to the reinsurance reserve, I presume it is not 
open to question that the law requires too large a reserve. Cer-. 
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tain expenses, such as commissions and other expenses incident to 
getting the business, have already been met and it should not be 
necessary to maintain a reserve against them. Taking all things 
into consideration, however, I think nothing is lost by erring 
on the side of safety, and have no suggestion to make looking to 
a reduction in the reinsurance reserve. In fact, I would oppose any 
proposed action of this character." 

I think from Mr. Seward's statements you will realize the 
necessity for some reserve for outstanding liability losses. Per- 
haps if we had national supervision or some central authority to 
promulgate and determine the schedules and counter-differentials, 
Mr. Seward's proposed plan would be practicable, but even then 
I believe it to be too expensive both for the Departments and 
the companies. However, with the great number of Departments 
involved I believe that a standard which is within the understand- 
ing of the ordinary individual and does not require an actuary 
who has devoted years to the study of the subject is more feasible 
than that proposed by Mr. Seward. His involves a large number 
of schedules with counter-differentials for each State. These sched- 
ules would of necessity be constantly changing, and every statute 
which might be passed in any State which would in any way affect 
the result of suits or the verdicts of juries or the relation of the 
employer to the employee and in many other instances besides 
would involve a revision of schedules and counter-differentials. A 
depression in the industrial world that would cause a lowering of 
wages, would compel every department actuary in the country to 
try to calculate its results on schedules and differentials. A poli- 
tical change whereby adverse legislation involving corporations is 
placed on the statute books would puzzle those keeping track of 
the counter-differentials. They would very often have to be re- 
vised with no conception of what should be a proper or adequate 
one. Take as an instance a law recently passed in the State of 
New York, known as the New York Employers' Liability Law. Un- 
der the system proposed by Mr. Seward it seems to me that it would 
not only be impossible to pioperly change the schedules but with no 
central authority we would have an actuary in Michigan making 
one differential and another actuary in New York making an- 
other, and immediately the standard becomes confusing, and loses 
all semblance of uniformity. Every industrial or legal change must 
result in changing and confusing the schedules. From a department 
Btandpoiut I maintain that a reserve computed upon a pure premium 
basis is impracticable and from a company's standpoint it is un- 
just. There is no elasticity to it whereby provision can be made 
for the conservative company which makes a careful selection of 
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its risks. The reserve in the instance cited by Mr. Seward in a 
vast majority of cases is more apt to be wrong under a pure pre- 
mium computation than under the percentage plan. For in my 
opinion a company that is cutting rates 20 per cent, will 
be guilty almost always of reckless selection of its resks. 
I think the histoiy of insurance is full of such instances. 
It makes no allowance whatever to the able underwriter 
whose experience makes him valuable to the company's 
business in the reduction of its loss ratio. A company 
located in one State which might be in a better position to 
look after its business in that State, would have to use the same 
counter-differential as would be used by a company located in 
another State. It would, it seems to me, be the tsame proposition 
as it would to compute the reinsurance reserve of fire insurance 
companies by using the so-called method of schedule rating. The 
pure premium method may be the proper one for the promulgation 
of a rate, but for the computation of a reserve it does not meet 
the essential requirements. 

On the other hand, I believe the Michigan plan to be not 
only simple and elastic in its application, but just and fair in its 
operation. CJompetition makes the expense element of all premiums 
practically uniform. Therefore, when an actuary or underwriter 
formulates a rate he adds a certain percent to what experience and 
his judgment indicate to him should be the net premium. If the 
net premium proves inadequate you must add a percentage to it 
to make it profitable, whatever method is used in arriving at the 
rate. If a company finds its business unprofitable, it must increase 
its rates or make a better selection of its risks. But the pure 
premium plan says that the latter method does not affect the re- 
quired result. Therefore, I claim that the pure premium scheme 
is itself founded and based upon a percentage plan. 

In regard to the percentage system I wish to state that the 
Michigan law is elastic and does not provide for an arbitrary 
percentage. Instead of that, it provides that there shall be a 
minimum reserve of forty per cent. * less whatever has been paid 
for claims and expenses incident thereto. It has been found that 
the company which has been able to keep its loss ratio at forty 
per cent, or better is doing a profitable business, and, therefore, 
as a minimum reserve this is not burdensome. This is certainly 
simple enough. Every company must place that much aside at 
once. In addition thereto if the company's experience as reported 
shows that its loss ratio is constantly above that to, for instance, 
fifty per cent, it is required to provide for that much more reserve. 
Under the blanks provided by the Michigan Department, it takes 
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only a short time to determine what kind of business a company 
is doing, and the supervising authority can take such measures as 
the situation demands. I have here the blank used by the depart- 
ment. 

I acknowledge that it is possible for a company to compute 
the reserve too low under our law when it first commences doing 
business. Nevertheless, under our system, I believe an error could 
be righted sooner than any other. We will take the illustration 
given by Mr. Seward of 1,000 machine shops with a wage ex- 
penditure of $30,000,000, and that one company writes the business 
for $100,000 and another for $80,000. For the purpose of this 
argument we will say that the losses which will be finally paid on 
this business amount to fifty per cent of the latter premium, 
$40,000. Now at the end of the year the company which had taken 
the business at $80,000 is required to lay aside $40,000 as a reinsur- 
ance reserve. Under the Michigan law the other $40,000 is earned 
and 40 per cent of that or $16,000 less what had been paid during 
the year is laid aside a« a reserve to meet liability losses. This 
is upon the assumption that the company's experience in the past 
has been such that 40 per cent reserve would be considered ade- 
quate. It is hardly possible, however, that a company which has 
been doing such a conservative business would ever have written 
the risk at $80,000 which should pay $100,000. Now with $40,000 
reinsurance reserve and the $16,000 liability reserve we have taken 
for reserve purposes $56,000, leaving only $24,000 for getting the 
business on the books and management expenses for an average 
of six months. Certainly unless a company's experience had 
shown that its losses were far exceeding 40 per cent the reserve 
at the end of the first year is adequate. The losses paid the first 
year under the schedules when the loss ratio is about 50 per cent 
are about 10 per cent of the premium. This would leave $8,000 
reserve on the unearned portion of the premium and $8,000 paid 
for losses at the end of the first year. Now we will take the end 
of the siecond year. The $40,000 reinsurance reserve has been re- 
leased and therefore has become earned and would require $16,000 
additional liability reserve. This added to the $8,000 reserve at 
the end of the first year would leave $24,000, less losses paid the 
second year as a reserve at the end of the second year. The lessee 
the second year are not far from 40 per cent of the entire losses, 
so that the company would, therefore, pay about $16,000 for losses 
which would only leave $8,000 reserve on this business at the end 
of the second year. That would certainly, in my opinion, be inade- 
quate, and the Department would require additional reserve to meet 
the future losses on this business in accordance with what the 
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experience of the company would demand. This illustration i& an 
extreme case, as you will see. It assumes that a conservative 
company whose experience has been favorable heretofore should 
suddenly cut the rate 20 per cent and yet under this illustration 
an adequate reserve has been required and no injustice has been 
done. Certainly there is a possibility of injustice in this case 
less than in that of the reinsurance reserve, and I believe also in 
case the reserve had been computed upon a pure premium basis. 
I have a table here which I will be glad to show to any of you and 
you will see from that that the losses for first, second, third years 
and so on of the different years' business bear practically a uniform 
relation to each other. Of course, in the first instance, the conserva- 
tive company may be required to maintain a larger reserve, but they 
have a larger premium from which to do it, and they are not 
therefore harmed, while I believe the public is amply protected even 
in extreme cases. In fact, much better than in the cases of either 
the legal reserve of life companies or the reinsurance reserve. 
The Michigan law has already fulfilld a mission in that it has 
required more and greater reserves of the companies. But it has 
not finished its work, and unless some of the companies improve 
their loss ratios at once a considerable more reserve will be re- 
quired. We have the completed experience now for but one year, 
and it will hardly be fair to hold the companies to the experience 
as shown by that year, but time will constantly prove, not only 
the workings of the law, but, also, will give the experience necessary 
for the proper application of it. In conclusion, I desire to state that 
the companies, most of them, have shown a most commendable 
spirit in trying to arrive at a correct solution of this problem, 
and I know that it has been the endeavor of both Commissioners, 
Mr. Stevens and Mr. Barry, to secure proper protection of the 
public as well as to do justice to the underwriters, both in securing 
the enactment of, and in carrying out, the provisions of the liability 
reserve law. 

In conclusion, allow me to summarize: 1st. The pure premium 
basis is too intricate and expensive to be practicable, requiring a 
force of actuaries in every department and in the office of every 
company. In fact, it seems to me the task would be an endless 
one. 

2d. It is also unjust, as it gives companies no benefit because 
of careful selection of its risks or its favorable experience. 

The Michigan law is simple. The reserve can be easily com- 
puted by any company and checked by a department in half an 
hour, and it is easily ascertainable if the 40 per cent, minimum 
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reserve is sufficient; and to require the proper amount of ad- 
ditional reserve. It requires ample reserves without doing injustice 
to any company, and gives every company the proper credit for 
careful underwriting. 

The President: Mr. Hadley's paper will go to the Commit- 
tee on Blanks, and be reported upon next year. 

The President announced an executive session of the Con- 
vention immediately after adjournment of the afternoon ses- 
sion, and upon motion of Mr. Marshall, of Delaware, an ad- 
journment was taken until two o'clock p. m. same day. 



SECOND DAY. 

SECOND SESSION. 

The Convention was called to order by the President, who 
said: 

Fellow Commissioners: I believe that one of the delightful an- 
ticipations of the Columbus Convention has been the pleasure aiford- 
ed to meet and greet the three Presidents of representative American 
Insurance Companies in life indemnity, and to know that our pro- 
gram is to be enriched by their thought. It ought to be a badge of 
confidence to the insuring public to know that the Insurance Com- 
missioners, representing the insuring public, and the executive man- 
agements of these companies of solvency and conservatism can meet 
and exchange views. We are not in hostile camps. There is a thread 
of mutual benefit in the warp and woof of our labors. 

We welcome you, Mr. McCall, as a comrade in State supervision. 
We admire your executive abilities in the field of life underwriting. 
We honor you in your personality, combining, as it does, what Dr. 
John Hall has so aptly termed the three C's — Creed, Conscience and 
Character. Fellow Commissioners, I have the pleasure of introduc- 
ing to you, Honorable John A. McCall, Ex-Commissioner of the Em- 
pire State and President of the New York Life Insurance Company, 
who will address you on the subject of "The Scope and Grounds of 
State Supervision of Life Insurance in the United States." (Ap- 
plause) . 



Digitized by 



Google 



74 PROCEEDINOS 

Mr. McCall: 

Mr. Chairman, Ladies and Gentlemen: I would, indeed, be lack- 
ing if I failed to express my obligations for your very gracious intro- 
duction. The subject of my discourse is broad enough, I am sure, 
to permit of extemporaneous speech, but as I have reviewed this 
paper I made up my mind that I would not, altho* possessed probably 
of as much imagination as is duly accredited to insurance officials, 
risk drawing on that fund for my facts. So I must ask, Mr. Chair- 
man, the patience and indulgence of the audience while I read my 
paper. 

State Supervision of Life Insurance in this country is usually 
considered as having begun with the Massachusetts statute of 1855, 
establishing an Insurance Department; but this law was only the 
culmination of a series of enactments which marked the incipient 
stages of State supervision in that Commonwealth. One of the earli- 
est of these Acts was a Resolve of 1807, requiring insurance com- 
panies to render an account of their affairs to the next General Court. 
By an Act of 1818 all insurance companies thereafter incorporated 
were required to publish annually certain details of their business, 
and ^^hoEever so directed by that body, to make statements 
of their affairs to the legislature, and to submit to examination under 
oath concerning such statements. An Act of 1827 required foreign 
companies to deposit copies of their charters and of the powers of 
attorney furnished their agents with the Treasurer of the Common- 
wealth, and to make reports and publications similar to those re- 
quired of domestic companies. An Act of 1836 authorized insurance 
companies to invest their funds in certain stocks. An Act of 1837 
required every insurance company having a specific amount of cap- 
ital to make annual returns to the Secretary of the Commonwealth, 
instead of to the Treasurer, as theretofore. It included a form of 
return containing twenty-one questions, and required the Secretary to 
report an abstract of all the returns to the legislature. An Act of 
1838 enlarged the number of items to be returned from twenty-one to 
thirty. An Act of 1844 authorized the insurance of the life of the 
husband for the sole benefit of the wife and her children. An Act 
of 1852 constituted the Secretary, the Treasurer and the Auditor of 
the Commonwealth a Board of Insurance Commissioners, with au- 
thority to examine the returns made by foreign companies and their 
agents, to require such other information as they might deem proper, 
and to report an abstract of such returns to the l^slature. An- 
other chapter of the same Act extended the provisions of previous 
Acts relating to fire and marine companies to life companies, and pre- 
scribed a form of return from such companies. Two items required 
by this form were: "Present value of existing policies,** and "Present 
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value to the company of future premiums on these policies." The 
Act of March 31; 1855, establishing an Insurance Department, laid no 
new requirements upon the companies, but provided specifically for 
examinations of companies by the Commissioners, to ascertain if 
they were solvent and were conducting their business' according to 
law. It was also made the duty of the Commissioners to initiate le- 
gal proceedings against companies whose operations were deemed 
hazardous to the public, and to report to the Secretary of the Com- 
monwealth the general conduct and condition of the companies and 
any violations of law discovered. 

In the State of New York the Insurance Department was estab- 
lished by the Act of April 15, 1859, but this was not the beginning of 
State supervision in that State. Under the Revised Statutes of 1828 
all moneyed corporations afterward created were required to make 
annual reports to the Comptroller of the State, "in the form pre- 
scribed by him." **Every corporation having banking powers, or hav- 
ing the power to make loans upon pledges or deposits, or authorized 
by law to make insurances," was declared to be a "moneyed corpora- 
tion." An Act of 1840 authorized a married woman to insure the 
life of her husband for her sole use and for the sole use of her 
children, free from the claims of the representatives or 
creditors of her husband. Prior to 1846 charters of in- 
surance comprmies v.' ere obtained direct from the legislature, 
but the constitution adopted in that year provided that such 
companies should thereafter be organized, as far as possible, under 
general laws. A general insurance law was passed in 1849, and 
companies organized under it were declared to be bodies corporate 
and politic in fact and in name, and subject to all the provisions of 
the Revised Statutes in relation to corporations, so far as the same 
were applicable. It fixed the minimum amount of capital stock with 
which a life insurance company might begin business; authorized 
the Comptroller to wind up companies in which a certain impair- 
ment of capital was not made good within a specified time; designat- 
ed the securities in which such companies might invest, and limited 
their holdings of real estate. It required companies of other States 
to make annual statements to the Comptroller which should satisfy 
that ofl\cer that such compfiuies had properly invested the amount of 
capital required by like companies of New York; and that companies 
organized outside of the United States should keep the same amount 
on deposit in trust with citizens of the State for the benefit and se- 
curity of such as should insure in such companies. Agents of com- 
panies organized outside the State were required to procure certifi- 
cates of authority from the Comptroller before transacting business. 
An Act of April 8, 1851, required all life companies, whether do- 
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mestic or other, to deposit $100,000 in securities with the CJonip- 
troller. It required detailed statements of their business and condi- 
tion from foreign companies, and, after this Act, the Camptroller re- 
quired reports from all domestic companies, whether organized under 
special charters or under the general law. Prior to this time com- 
panies organized under special charters had been exempt from mak- 
ing such reports. There was no specific requirement laid upon such 
companies in the new statute, but its title was, "An Act in relation 
to all companies transacting the business of Life Insurance within 
this State," and it was so applied by the Comptroller. This Act also 
authorized the Comptroller to make examinations of domestic com- 
panies, and provided for their dissolution if their assets were found 
iiisufflcient to re-insure the risks. No standard of solvency was es- 
tablished other than the above, nor was any form of return pre- 
scribed, but the blank form sent out by the Comptroller contained 
the fo'lowing queries: "26. Give a tabular statement of the policies 
now in force for the whole term of life, showing the number issued' 
for each age of life, and the amount of risk thereon, during the first 
year of the existence of the company, during the second year, and so 
on to the present time." "27. A tabular statement of the policies 
now in force for a shorter period than the whole term of life, show- 
ing the number issued for each age of life, and the amount of risks 
thereon, extending back as far as to include all the above for each 
year of the existence of the company to the present time." (Barnes* 
Condensed Reports, Vol. I, page xix). 

The General Life and Health Insurance Law of 1853 so modi- 
fied the requirements with respect to a deposit with the ComptroUer 
by other State companies as to permit it to be made with the chief 
financial officer of the State where such companies were organized. 
This law prescribed a form for annual reports of life companies, and 
queries 14 and 15 were almost identical with queries 26 and 27 in the 
blank used during the two preceding years. The Comptroller's new 
blank did not contain these queries, but substituted for them a series 
of averages. The Mutual I^ife Insurance Company, however, included 
the policy schedules in its report, and said: "Similar lists should be 
required from every company." Prior to the law of 1853, reports 
were to be entered in a book which was open to public inspection and 
investigation, but thereafter the Comptroller was required to ar- 
range the statements in tabular form in a single document for print- 
ing and send it to the legislature. The Act of April 15, 1859, creating 
an Insurance Department, made no additional requirements of the 
companies, but conferred upon the Superintendent the authority over 
them formerly exercised by the Comptroller. In New York, there- 
fore as in Massachusetts' supervision was practically complete be- 
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foio the organization of either Department; the Department merely 
provpdeil more eflBcient i.iachinery for enforcing the laws already on 
the statute l:»ook. 

In other States similar tendencies are observable. When the 
Mdssachustts Department was organized, in 1855, there were at 
least six other States that required annual reports to be made to some 
State officer; and in 1860, twenty of the thirty-three States then com- 
Ijosing the Union had enacted laws for the regulation of life insur- 
ance, and most of them required annual reports. At the present 
time, while reports are required in all the States and Territories, 
either the Auditor, the Treasurer, the Comptroller, or the Secretary 
is, ex-officiOj the insurance official in over half the States. 

Having traced the historical tendency to regulate the business 
of insurance up to the time when the first Insurance Departments 
were established, it will be sufficient herein to note briefly the com- 
paratively few features that have since been added to the supervision 
of life insurance. 

In Massachusetts an Act of 1856 forbade domestic life compajiles 
to take fire or marine risks, and authorized the Commissioners to 
make a valuation of their outstanding policies, if deemed expedient 
An act of 1858 made such a valuation of the policies of every life 
company doing business in the Commonwealth obligatory, and the 
liabilities so found were to be a part of the annual report of the De- 
partment. The companies were required to furnish the necessary 
data for such valuations. The standard of valuation to be employed 
was left to the discretion of the Commissioners, and the standard 
selected by them was made the legal standard by Chapter 186 of the 
laws of 1861. Under the suggestions of the Department, during the 
three preceding years, the first non-forfeiture law was enacted in 
Massachusetts in May, 1861. This law was the first legal recognition 
of the policy-holder's equity in the reserve fund of a company, in 
case of the lapse of a policy for non-payment of premium, although, 
as a matter of practice, it was anticipated by the issue of non-forfeit- 
ing policies by a New York company, in 1860. This law, as amended 
in 1880, required domestic companies to pay a cash surrender value 
for policies on demand, at the end of any year after the first. An 
Act of 1887 forbade any distinction or discrimination in favor of in- 
dividuals between insurants of the same class and equal expectation 
of life. 

In New York the whole subject of valuation of policy liabilities 
was left to the discretion of the Comptroller and Superintendent of 
Insurance until 1868, when a legal standard was adopted by the legis- 
lature. Meanwhile the Department accepted the valuations made by 
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the companies themselves, except in a few special cases. An Act of 
1873 authorized the Superintendent to refuse admission to the State 
to any outside company whenever, in his judgment, such refusal 
would best promote the interests of the people of the State, and to 
accept certificates of valuation of policies made by other State De- 
partments. Another Act of the same year authorized life companies 
to purchase their own policies issued in favor of a wife with rever- 
sion to her children; and in 1879 this was so amended as to allow 
such policies to be assigned. An Act of 1876 required life companies 
to give at least thirty days' notice of the falling due of a premium 
on a life policy, failing which no lapse or forfeiture of the policy 
could be enforced. An Act of 1877, since repealed, forbade the re- 
insurance of any risk without the written consent of the owner of 
the policy, and authorized the receivers of insolvent companies to 
re-insure the whole or a part of the risks of such companies. An 
Act of 1879 regulated the proceedings to be taken in the eye^t of 
the insolvency of life companies, and another Act of the same year 
provided for the non forfeiture of policies. An Act of 1889 forbade 
rebates of premium, or other discrimination among persons of the 
same class and expectation of life. An Act of 1892 authorized loans 
upon the security of a company's own policies. The terms and 
provisions of the reciprocal or retaliatory law of New York passed 
in 1865, Chapter 695, and re-enacted in the Insurance Code of 1892*, 
have been adopted and followed by most of the States. The consti- 
tutionality of the law was questioned in the case of the People vs. 
Fire AssDciation of Philadelphia, 92d New York, Page 3311. The va- 
lidity of the enactment was sustained by the Court of Appeals of 
New York, and, oh appeal, by the Supreme Court of the United 
States, 119 U. S. Reports, Page 110. A decision of the Supreme 
Court of Illinois, 45 N. E. Reporter, Page 441, in the suit of the 
Union Central Life Ins. Co. of Ohio vs. Bradford K. Durfee, State 
Superintendent, sustained the position of the Superintendent, that 
it was not necessary before applying the provisions of the recipro- 
cal law of his State that an Illinois company should be engaged in. 
the transaction of business in Ohio. 

The object of this review of legal regulation and supervision 
of life companies in the two States which have taken the lead in 
these matters, is intended to show how gradually a body of insur- 
ance law grew up which covers nearly every phase of the business. 
Other States have followed substantially the same lines; and, in ad- 
dition to the matters actually legislated upon, large discretion is 
usually given the officers to whom is committed the execution of the 
laws. 
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It may be well to Rummarize at this point the mare important 
things which are required from a life company in order to do busi- 
ness in all the States and Territories of the Union. The following 
requirements are made by some States, and many of them are 
made by all: 

It must file a certified copy of its charter and annually a state- 
ment of its business and condition on the 31st day of December next 
preceding, in such form as the insurance official of the State may 
prescribe. 

It must satisfy the insurance- official of the State that it is law- 
fully organized and has complied with the laws of its home State, 
and that it has on deposit with the financial officer of its home State 
securities worth at least $100,000; in some cases additional deposits 
are required in the State where the company seeks to do business. 

It must procure from the insurance official his certificate of 
compliance with the laws, make annual statements in the form pre- 
scribed and within the time prescribed, and publish statements or 
abstracts thereof with the certificate, in the manner prescribed, and 
file evidence of such publication. Its annual statement must include 
data sufficient to enable the State insurance officials to make a valu- 
ation of its policy liabilities, or it must furnish a certificate of such 
valuation from the insurance official of its own State. 

It must appoint a resident of the State its attorney upon whom 
legal process may be served; in some States such an attorney must 
be appointed in each county where the company does business; in 
some States each agent must be an attorney for service. 

It must furnish lists of its agents within the State, who must, 
in many States, be residents thereof; such agents must file copied 
of their appointments and procure licenses, and their books must 
be open to the inspection of tax officers. 

It must give bonds that it and *its agents will comply with the 
laws and pay taxes as imposed, and reports must be made to tax offi- 
cers of premiums received and schedules of policies in force. 

It must allow an examination of its affairs to be made whenever 
deemed expedient by the insurance officials of the States where it 
does business, and pay the expense of such examinations. 

It must make its investments as prescribed by law in certain se- 
curities, and of the value of these securities and of the real estate 
owned by the company, the insurance official is made the final 
judge. 
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It must file with the State official copies of all its policy forms; 
its policies must have attached thereto copies of all documents re- 
ferred to therein and made a part thereof; they must be so fully 
described in large type on their face that the holder shall not be 
likely to mistake their nature or scope; they must be subject to the 
courts of the State wherein the policy was issued; rebates of pre- 
mium or other discrimination between insurants of the same class 
or expectation of life must not be made; and re-insurance is re- 
stricted in some States to one-half of the amount of the risk, or 
more, at the discretion of the insurance official. 

It must require medical examinations, and the certificate of its 
medical examiner that an applicant was insurable according to the 
company's rules may bar the company from pleading that the insured 
was not in the state of health required by the company. 

It must pay all claims and judgments within a specified time; 
it must allow a specified time for the beginning of an action; if it 
pleads misrepresentation, it must deposit the premium received in 
court prior to the trial of the case; statements made in an application 
must be deemed true after the lapse of a specified time; statements 
of the applicant are to be considered as representations and not as 
warrants; misrepresentations are not to void a policy unless the 
matter misrepresented shall actually contribute to the contingency 
or event on which the policy is to become due and payable; suicide 
is not allowed to void a policy unless it was contemplated when the 
insurance was taken; intemperate habits are not allowed to void a 
policy if such habits were generally known, where premiums were 
paid and the company continued to receive premiums on the policy. 

It must, unless its policies expressly contract otherwise, allow 
paid-up or term insurance in case of lapse after a specified number 
of annual premiums have been paid, and policies may not be lapsed 
for non-payment of premium unless notice of the due date thereof 
shall have been given within a time prescribed. 

When one contemplates this formidable array of supervisory 
statutes and considers how much more is left to the discretion of 
insurance officials in enforcing the law, it requires some courage to 
declare one's faith in State supervision. The story is told of Mr. 
Beecher that at one of his Friday evening meetings he made a 
strong plea for the right of women to speak in religious assemblies. 
Thereupon a lady arose and delivered a long and tedious harangue, 
taking advantage of that invitation; (am sure no woman here would 
do that). When she had concluded her remarks the clergyman said: 
"Nevertheless, brethren, I believe in woman's right to talk in meet- 
ing." And so, notwithstanding the defects of State supervision, the 
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expense and annoyance it Imposes upon the companies, and its lia- 
bility to bt» abused, I believe the evils of no supervision at all would 
be infinitely greater. The evils of supervision are such as inhere 
in all government; the evils of non-supervision are the evils of 
anarchy. Human nature is the same — or perhaps a little more 
assertive — when acting behind the screen of a x5orporation as when 
acting on individual responsibility. If you are going to catch 
a fish with a net, you must make the meshes fine enough so that the 
fish cannot get through; and if our law-makers have endeavored to 
stop some very small holes, the faithful historian must admit that it 
was because some company had endeavored to get through an* aper- 
ture of just such dimensions. 

If "we seek for the motives of these various requirements^ I do 
not think we can fairly attribute them in any great measure to any 
other purpose than a desire to protect the public. Some of the early 
tax laws had other motives behind them; for example, from 1829 to 
1849 the tax levied on life insurance premiums received by other 
State companies in Pennsylvania was twenty per cent, and from 
1827 to 1837, the tax levied on such premiums received by other State 
companies in New York was ten per cent These taxes are prac- 
tically prohibitive, and were intended so to be; but prohibitive taxa- 
tion has passed away in both these States, while State super vison 
Is more firmly esta.blished than ever. Taxation of life insurance is 
still grievous and unjust in many States, but it would probably be 
equally or more unjust if there were no laws applicable to it except 
tax laws. There was taxation before there was supervision, and so 
far as the right or wrong of either is concerned, each State stands 
on its own merits. 

A few extracts from the reports of those who were charged with 
the execution of the early laws on the subject in N6w York and 
Massachustts will throw light upon the causes of these enactments. 
In his report for 1849, Comptroller Washington Hunt, of New York, 
said: 

"A brief experience has shown that if nothing is required but a 
report of the capital of a company, without an exposition of its lia- 
bilities and affairs, the law must fail to afford any adequate protec- 
tion to the public, and the intention of the legislature will be frus- 
trated." (Barnes* Condensed Reports, Vol. I, page 458). 

In support of this the Comptroller refers to a case of a successful 
fraud practiced by a company from another State during the preced- 
ing year. It had presented a statement showing ample capital prop- 
erly Invested, but after its failure its exhibit had been found to be 
false. To a brief recital of the facts, the Comptroller adds: . 

" •— e' ■ ■ ' • ■■ ■ 
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"Many, and it is believed most, of the_ companies of other 
States, doing business here by their agents, are controlled by men of 
high character and responsibility, whose statements of their condi- 
tion are entitled to full confidence. But the law had its origin, ^nd 
must find its justification, in the fact that some of these companies 
are of a different character. Some instances have come to the 
knowledge of the CJomptroller where such companies have been 
formed with little or no real capital, and with no view to the trans- 
stction of a legitimate business at home, but for the speculative, not 
to say fraudulent, purpose of gathering a harvest of premiums In 
other States." 

Here we have the chief reason for State supervision. Laws are 
made for the lawless; but even where everyone is law-abiding, laws 
are necessary to define rights, to secure equity, and to guide the 
ignorant. Costly experience has shown that some methods are un- 
wise and dangerous. Why should each generation pay the price 
anew? Of course the State cannot, under any method of supervi- 
sion, prevent all wrongs in life insurance, any more than it can pre- 
vent all murder, or all theft, or all assault, by the most vigorous 
enforcement of the criminal laws. Granted that State supervision is 
expensive, that it is sometimes oflftcious and vexatious, yet it sets a 
standard, and bars out a vast horde of companies which would 
otherwise prey upon the public, and by their misdoings would bring 
reproach and contumely upon the business as a whole. 

In his report for the following year Comptroller Hunt recom- 
mends that the law permitting foreign life companies to do business 
in the State be so changed as to require all premiums collected in the 
State (deducting a reasonable and fixed allowance for profits and ex- 
penses) to be invested in the hands of trustees resident in the State 
for the payment of losses accruing on policies issued on the lives of 
citizens of the State. "Such guarantees should be exacted," he says, 
"as will effectually protect the rights and fulfill the intentions of 
the individual who devotes a portion of his earnings to purchase a 
pecuniary competency for his children after his death." With the 
sentiment of this extract we must all be in sympathy. If State 
supervision were not general, deposit laws would in all probability 
be more general and more onerous than they now are. 

The following extract from the Fifteenth Annual Report of the 
New York Department, by Superintendent Orlow W. Chapman, calls 
attention to the fact that State supervision has been extended to 
nearly every class of corporations, and, incidentally gives special 
reasons why in the case of life insurance companies such supervision 
should be close and critical. (Fifteenth N. Y. Report, pages vi-vii). 
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"The legislature has attached the principle of supervision to 
the grant of almost every charter created by special act or under 
general laws." It is provided that railroads shall report to the 
State Engineer and Surveyor; trust, grantee and indemnity com- 
panies, some to the Comptroller, some to the courts, and others to 
the Superintendent of the Banking Department To this last officer, 
also, all State and savings banks are compelled to report, the former 
quarterly and the latter semi-annually. Indeed, the supervision 
exercised by him is still more critical and exacting. He has a board of 
examiners, consisting of three men, who are constantly passing 
through the State making examinations of banks; and every savings 
institution they are required to thoroughly investigate as often, at 
least, as once in two years. Insurance companies are called upon to 
report to this department. 

"The law, moreover, compels each of the persons to whom thes^ 
reports are made, to publish for general information abstracts there- 
of. When, in this connection, it is remembered that guardians and 
trustees appointed by the courts, and that all corporations created 
under the 'manufacturing, mining and mechanical law,' are obliged 
to report in some form, either to the people in a sworn statement 
published, or to the courts, it will be seen that the principle of super- 
vision is one of very general application. Especially is this so, 
whenever there is an approach to a trusteeship. It will also be 
noticed that the larger the interests, and the more they partake of 
a fiduciary character, the closer and more critical is that supervi- 
sion. In the three most important of all — Railroad, Banking and In- 
surance — the State has seen fit to provide for this by giving to each 
a separate department. 

"The end sought by their creation was the protection of the in- 
dividual many, in their blind dealings with the corporate few. It 
was believed that, partially at least, this could be attained by the 
selection of some official whose special duty it should be to prevent 
the existence of insolvent and worthless corporations on the one 
hand, and on the other, to give information, so far as practicable, 
bearing upon the financial character and standing of authorized 
companies. That this duty could be perfectly performed was of 
course never expected. Physicians may err, but it by no means fol- 
lows that their existence is an unmitigated evil, and their ^orts 
uniformly pernicious!" 

Hon. Jttlius L. Clark, one ot the early insurance commissioners 
of Massachusetts, sa^: "In 185^," the year the department was or- 
ganized, "no less than fifteen other-state companies were found to 
be trassai^lng a fraudulent bui^neiw in the State." (History in In- 
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surance in Massachusetts, page 33. Ibid, page 34). Writing in 
1876, he says: "During its twenty years of service, the department 
has relieved the people of the Commonwealth of the presence of up- 
wards of one hundred and fifty fraudulent and worthless com- 
ponies!" 

It is impossible to give details of frauds attempted, or accom- 
plished, in a paper of this character, but when we recall the number 
of such, notwithstanding the rigors of the law and the vigilance of 
insurance departments, we are disposed to agree with Mr. Clarke, 
when he says, in reviewing the business from 1856 to 1876: 

"The unprecedented expansion of the business, the magnitude 
of the interests involved, and the frequent and Inevitable expposure 
of the people to imposition and fraud under a speculative and cor- 
rupt managment, demanded 

''First. The enactment of laws specially designed for its regu- 
lation, and for the protection of policy-holders. 

"Second. An energetic and effective system of supervision and 
registration of all corporate institutions transacting such business 
within the Commonwealth, which should bring under rigid scrutiny 
an annual exhibit of their financial status. 

"Third. The establishment of a distinct executive department 
charged exclusively with the execution of such laws, and with the 
service of supervising, examining and reporting the condition of all 
insurance companies authorized within the State." (History of In- 
surance in Mass., page 96). 

As to the main proposition, Hon. Elizur Wright, one of the ear- 
liest and ablest of Massachusetts* commissioners, puts the case thus 
vigorously and tersely: "A State has clearly a right to protect Its 
citizens against any fraud and imposition, whether by external or 
internal corporations. Any reasonable security for fair deaing it 
must have a right to require. It has a right to know the truth on 
the best evidence as to the means and resources of every corporation 
seeking business within its limits." (Eleventh Mass. Reports, page 
Ixiii). 

Specific legal grounds for justification of this far-reaching sys- 
tem of supervision may be found: 

1. In the fact that the life insurance company is a corpor- 
ation. The State gives life to the corporation; grants it certain 
powers; declares how those powers shall be exercised; provided 
•penalties for their misuse; restricts its activity to the powers 
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granted; provides for its dissolution; — in short, exercises over 
it the power of life and death. The corporation has no natural 
and inalienable rights, as the individual man has. The individ- 
ual ranks the State and makes the State. He has rights which 
the State does not create or give, and which the State may not 
take away except as a punishment for crime. The corporation 
has no rights which the State does not create and give; and 
having given it authority to enter into certain contracts with citi- 
zens, the State may properly require not only that the corporation 
show its ability to fulfill its engagements, but that it conducts 
its afCairs according to acknowledged principles of equity. 

The corporation, viewed as a legal entity, has an interesting 
and instructive history, which throws light upon this discussion. 
Like many other instrumentalities of civilization which the mod- 
em world enjoys, the corporation originated in Rome. In its 
first form it was a rudimentary municipal government, erected for 
the puri)oses of controlling and regulating the dense population 
of the capital of the Roman Empire. Philosophical historians main- 
tain that a corporation is modeled upon a State or Nation, and is 
therefore called a body politic as well as corporate, thereby in- 
dicating its origin and derivation. These were the views of such 
distinguished authors as Bouvier and Mcintosh. 

From its simple beginnings, the corporation multiplied its 
functions and powers, and embraced, as time went on, collateral 
municipal purposes such as hospitals, charities, schools and eccle- 
siastical organizations. As the idea grew and developed, the sys- 
tem was applied to the creation of organizations private in char- 
acter, as distinguished from municipal organizations, and which 
were devoted to the emolument of their members. The latter 
form has been developed' enormously in modern times, until now 
it may be safely said that the business of the world is carried 
on chiefiy, not by private enterprise, but by the organized work 
of millions of people who are combined under, and work through, 
corporations. 

In all countries where either the civil law or the common 
law prevailed, the creation of a corporation rested with the sover- 
eign authority, and it was created either by the sovereign or by 
legislative enactment. In the thirteen colonies at the time of their 
separation from Great Britain, the sovereignty of the country 
became invested in the people, through their representatives in 
the Federal Congress or in the legislatures of the several States, 
according as their powers were divided. The different States of 
the Union have power to charter and create corporations, as also 
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has the Federal Congress. In the original thirteen States, the 
charter of the corporation was originally accomplished by special 
act, and at the present time, in ten States of the Union, (of which, 
strange to say, eight are of the original thirteen) power to create 
corporations by special enactment still exists. All other States 
of the Union have in their Ck)nstitution8 a prohibition against 
granting corporate powers by special enactment, and all corpora- 
tions must be incorporated under general laws, and not otherwise. 

It will be easily seen, therefore, that corporations, which in 
Rome were originally municipal governments, and have ever since 
been created by the sovereignty of States and Nations, have always 
been under the control of their creators. Hence, the right of the 
States to create, supervise and regulate corporations is not only 
a transmitted or inherited power from bygone ages, but it is also 
an attribute of sovereignty of the State itself. Chief Justice 
Marshall said, in the celebrated Dartmouth College case, that "a 
corporation is an artificial being, invisible, intangible and exist- 
ing only in contemplation of law; being a mere creature of law, 
it possesses only those properties which the charter of its creation 
confers upon it, either expressly or as incidental to its very 
existence." 

A corporation chartered by any one of the States of the 
Union has no absolute power to do business in another State, 
except by inter-state comity, and th^'e is no exception to this rule 
except in respect of such corporations as are engaged in inter-state 
commerce, or are carrying on a business which may be called an 
instrumentality of commerce. In some respects a corporation is 
a citizen; in other respects it is not Under the Judiciary Act of 
Congress of 1789, a corporation is a citizen within the meaning 
of that act, which allows a citizen of one State to bring an action 
against a citizen of another State, in a Federal Court; and, for 
the purposes of federal jurisdiction, foreign corporations are citi- 
zens of the State in which they were organized; but, on the other 
hand, a corporation is not a citizen under Article 4, Section 2, of 
the Constitution of the United States, which provides that "A 
citizen of each State shall be entitled to all privileges and immuni- 
ties of citizens in the several States." This doctrine is baSed upon 
the settled construction of this section of the Constitution, by 
numerous cases. The Supreme Court has also excluded corporations 
from the benefit of the XIV Amendment to the Constitution, on 
the ground that they are not persons. 

Before State regulation and suprvision had been introduced, 
the principle of inter-state comity, which allowed corporations to 
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make contracts in otl^er States, was so freely exercised, and \a 
yet so freely practiced that the power to do business and make 
Gonti^acts outside of a corporation's own State, in the Unitojcl 
States of America, is a matter of law, except in cases where it 
is restricted or prohibited by the local legislature. It is well 
settled that corporations of one State are only restrained from 
absolute freedom of action within their powers in another State 
by the laws of such State, and only to the extent that such laws 
are applicable. It is therefore necessary, before any State of 
the Union can assume any supervision whatever over an insurance 
company of another State, that it must provide for it by legis- 
lation, otherwise the foreign corporation's hands are not suffi- 
ciently tied. 

The inter-state comity just referred to, has been settled, in 
various cases, to be a comity of States and not a comity of the 
Courts, and the regulation or restriction placed upon a. foreign 
corporation is entirely and exclusively an exercise of legislative 
power. If a State, therefore, chooses to exercise its full powers 
over foreign corporations, it need not stop short of absolute ex- 
clusion; it may conseqeuntly, so far as legal authority is concerned, 
impose conditions which are unreasonable and onerous, both with 
regard to requirements, as well as with respect to license fees and 
taxation. The corporation in such cases has no remedy in the 
courts, even if the conditions are unconscionable; it can escape 
injustice only by ceasing to expose itself to the jurisdiction of 
laws which make unjust requirements. 

The Supreme Court of the United States decided, in the case 
of Paul vs. Virginia, 8 Wallace, 168, that the business of fire 
insurance is not inter-state commerce. The same Court also de- 
cided in the case of Hooper vs. California, 155 United States, 648, 
that the business of marine insurance is not inter-state commerce; 
and in the case of Cravens vs. New York Life Insurance Company, 
176 United States, 962, the same Court further extended the doc- 
trine, and held that life insurance is not commerce, nor is the 
contract of insurance an instrumentality of commerce. 

It follows, therefore, that the power which the legislature of 
any State may exercise, with respect to a life insurance company, is 
equal in all respects to that which the State may exercise over any 
company whose business is not commerce, and whose contracts are 
not instrumentalities of commerce. 

The powers of a corporation, in relation to the State of its 
creation, and in relation to the State where it is permitted to 
do business, have been summed up and stated in the opinion of 
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Mr. Justice McKenna, speaking for the Supreme Court of the 
United States in the case of Waters-Pierce Oil Company vs. Texas, 
177 U. S., Page 28, wherein it was held that the right of a foreign 
corporation to engage in business within a State other than that 
of its creation, depends solely upon the will of such other State, 
except with respect to business of a Federal nature. 

It would appear from these several decisions that an amend- 
ment to the Constitution is necessary to secure national super- 
vision and control of insurance companies. Pending such 8lj;l 
amendment, it is most respectfully suggested that the members 
of this association should co-operate with the Commissioners of 
the several States appointed to secure uniform laws for taxation 
and other purposes, in order that policy-holders may be protected 
against the crude and oftentimes destructive legislation proposed 
In some of the States. Such co-operation would supplement your 
most commendable action of yesterday, efforts and recent success 
in securing the adoption by all the States of uniform statement 
blanks. 

2. Grounds for State supervision are also to be found in 
the fact that a life insurance company is a moneyed corporation, 
with liabilities extending into the distant future. 

Moneyed corporations are justly held accountable to the State, 
because they hold in trust other people's money. The first cor- 
porate banks were chiefly fiscal agents of the governments from 
which they received their charters; but they also established the 
principle of dealing in credits, by making deposits transferable on 
their books, like the perpetual annuities of the British govern- 
ment at the present day, and by issuing circulating notes against 
deposits of coin. The Bank of Amsterdam, after a successful 
career of nearly two hundred years, furnished an impressive illus- 
tration of the need of periodical examinations of moneyed corpora- 
tions. The Bank was supposed to have in its vaults fifty million 
dollars, but when, in 1794, the city was captured by the French, 
the French army constituted itself a sort of superintendent of 
banking, examined the vaults, and found them empty! State 
supervision came too late in this case. Much of our own early 
history revolves around legislation concerning moneyed corpora- 
tions, and we never had a safe currency until the exigencies of civil 
war compelled the establishment of the national bank system, and 
supervision by the government of national banking corporations. 

In 1804 and in 1818, New York passed restraining acts, pro- 
viding that no person or association should open an office tot 
the purpose of receiving deposits, discounting promissory notes or 
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issuing circulation, unless authorized by law. In 1813, Governor 
Tompkins prorogued the .legislature, giving as one of his reasons 
for so doing the statement that applicants for bank charters were 
using corrupt means to obtain them; and in 1821 a clause was 
inserted in the State Constitution requiring a two-thirds vote of 
the legislature to incorporate a moneyed institution. We have 
seen that in 1828 moneyed corporations were first required to make 
reports to a State officer, and State supervision of banks and 
of insurance companies has gone on side by side since that time. 
There have been errors in both, but there has also been progress 
of no doubtful kind, and banking and life insurance were never 
on safer foundations than today. The people are entrusting thou- 
sands of millions of dollars to banks and to life insurance com- 
panies in the single State of New York, without a fear or a doubt 
but that payment will be duly made to the last farthing. 

A moneyed corporation needs State supervision for the rea- 
son chiefly, that it deals in credits, while the fact that it is a 
corporation gives it a certain standing which invites confidence. 
Such corporations are necessary to the business operations of 
the present day, and business can be no more safe or stable than 
the financial methods and instruments upon which it rests. P^^ 
vate Judgment is incompetent in most cases, to determine ques- 
tions of this kind, and the law should be, and to a large extent 
is, the embodiment of the experience of the past applied to present 
conditions and circumstances. Those whose ability to judge of 
the safety of moneyed corporations is least are the very ones who 
most need protection against weak and ill-managed institutions. 
Private judgment, even of the wisest, has no authority, and no 
means of testing or verifying its conclusions in such cases. Credit 
must rest on confidence, and confidence must be founded upon 
fact authoritatively ascertained and officially made known. 

The public of itself, and without supervision, is helpless with 
respect to its equities in life insurance contracts, and worse than 
helpless in respect of any quick test of solvency. If the solvency 
of a bank is questioned, a showing of assets and liabilities can 
be made which is easily verified and understood. If a depositor 
is not satisfied and wishes to withdraw his balance, he may do 
so by a stroke of his pen; but the liabilities of a life insurance 
company are of such a character that none but an expert mathe- 
matician can calculate them, and the interest, or equity, which the 
policy-holder has in the life company, cannot as a rule be with- 
drawn at will, and in order to secure the full value of that equity, 
he must increase it from year to year during a specified period, or 
for life. The liabilities of the company are chiefiy deferred lia- 



Digitized by 



Google 



90 PEOCEEDtNGS 

billties, and so long deferred that a company without supervision 
might be hopelessly insolvent for years and still continue to pay 
all its demand liabilities. At the same time, it might present to 
the public the appearance of prosperity. For example, the net 
cost of insurance, by the Actuaries* Table of Mortality with four 
per cent, interest, under a life policy taken at age 35, is not 
equal to the net annual premium until the policy has been in force 
twenty-eight years. During all this time it must accumulate a 
certain proportion of premiums received in order to meet future 
death losses, and it might accumulate enough to deceive the public 
with a show of prosperity and yet be absolutely insolvent. 

Perhaps one of the most controverted of all questions con- 
cerning State supervision of life insurance is that of a 
standard of solvency. Even the most inveterate enemy of State 
supervision admits that a life company, charging a level pre- 
mium, should accumulate a reserve fund. How much it shall 
be and how it shall be determined are questions often discussed. 
When a company begins business it adopts a schedule of charges, 
or premium rates. How does it arrive at a price for which it 
proposes to sell insurance? Why, by assuming that its death- 
rate will not exceed that of a certain mortality table; that the 
average interest earned on its accumulations will not fall below 
a certain rate; and by adding to the net premium so found a cer- 
tain sum or "loading," as it is technically called, to provide for 
expenses and to guard against the possibility that the death-rate 
may be higher than that assumed, or that the rate of interest 
realized may be lower than the rate used in calculating the pre- 
miums. The theory on which such premiums are calculated pre- 
supposes that the company will always have on hand a certain 
amount from each premium to be improved at interest. 

But right here comes a temptation.^ If a low mortality and 
a high interest rate are assumed, the result will be a low premium 
rate, which will enable a company to underbid its competitors for 
business. These errors, however, will not be apparent as practi- 
cal matters, until years have passed and much mischief has been 
done; the State, therefore, declares not what a company shall 
charge for insurance, but what it shall have on hand upon con- 
tracts already in existence, in order to continue in business. In 
a matter so vital to the contract, with respect to which the policy- 
holder is so helpless, and in which misleading assumptions favor 
the schemes of the adventurer and the charlatan, it seems to me 
that it is the duty of the State to fix a standard here, just as it fixes 
standards of safety for other moneyed corporations. 
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It is sometimes said that a life company has a large margin 
of saying in the "loading" or addition made to its net premiums, 
and that it should be allowed the opportunity to recuperate, rather 
than be summarily executed when it falls below a certain stan- 
dard. State supervision has recognized the force of this argument 
to the extent that, a life company chartered in New York is allowed 
to continue its old business when its condition is such that it may 
not accept new risks; but no company has ever been saved by this 
indulgence. In fact, the expedients adopted for saving insolvent 
life companies have rarely ever succeeded; in this management 
which has brought such companies under the ban of the law has 
generally been so far-reaching that the power of recuperation has 
been lost. 

It is sometimes objected that State standards, with respect 
to policy valuations, prevent the formation of new companies, and 
give old companies a monopoly of the business. But such a 
contention, if established, proves only this: That a new com- 
pany cannot establish itself and give the same security to its 
patrons that the old companies give at the same price. The State 
is not interested in the formation of new companies, but only In 
preventing monopolies that are injurious, and in having its citizens 
protected in the contracts they make. This is not a case of 
monopoly which increases the cost of a commodity for the benefit 
of the monopolist. If the price of life insurance were increased 
by old companies beyond its cost to a new company, such com- 
panies would spring up and thrive. No class of men can claim 
that the State should lower the standard of safety in life insur- 
ance in order that they may engage in the business. Such a claim 
defeats itself by the very terms in which it is stated. 

That State supervision is a perfect remedy for all the evils of 
life insurance mismanagement, no one will for a moment claim; 
that it has in itself the seeds of many evils, which ultimately 
injure the very interest which it is ostensibly created to protect, is 
only too apparent; but I believe that the unprejudiced student of 
its history will concede that from the date of its origin and during 
its growth State supervision has grappled successfully with serious 
evils, and has succeeded in a great measure in protecting the best 
interests of the policy-holders and the companies. (Applause). 

The President: Next on the program is the report of the 
Committee on Fraternal Insurance. Is that committee ready 
to report? 

Mr. Vorys: Mr. Chairman— 

The President: Mr. Vorys, from Ohio. 
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i\Ir. Vorys: Last spring the President of the Convention 
requested me to have the Conunittee on Fraternal Insurance 
prepare some kind of report to be submitted to this Conven- 
tion. It was my purpose then to attempt to get the Comnjittee 
together with the hope of formulating such a report. The 
matter was deferred, however, and during the summer was 
again postponed. Upon consideration I found that so much 
time had elap&ed that I would be unable to have anything 
ready to submit to the Committee before the Convention con- 
vened, and you all know how busily engaged every member 
has been during the Convention, so that it has been impossible 
to take up the matter satisfactorily with the Committee. I 
am, therefore, instructed by the Committee to submit this 
paper to the Convention, with the request that it be spreacj 
upon the minutes, and that it be referred to the Committee 
on Fraternal Insurance with instruction to report, if possible, 
a Uniform Code to the next Convention. It is hoped that we 
may be able to follow the plan of the Committee on Blanks,* 
inviting the criticism of all interested in the subject, and if 
possible to prepare a code which shall be generally satsfactory. 

I will read the report. 

Of all Insurance organizations under regulation, none are 
permitted such freedom of action as fraternal beneficiary asso- 
ciations. Over this class, the law has given the CJommissioner 
of Insurance the least control. Limitation of power correspond- 
ingly minimizes technical duties and responsibilities. Neverthe- 
less, the commissioner, who has an interest in the general wel- 
fare of the insuring public, is today more concerned over the 
present status and future prospects of fraternal societies than 
over any other class of institutions under his supervision. What- 
ever may be his tastes, prejudices or sympathies, he finds his 
time and attention largely engaged by fraternals. Their prom- 
ises of some five billion dollars involved in the hopes and plans 
of over three millions of people inspire the deepest interest and 
consideration. When told by our actuaries, that old-line com- 
panies, promising ten billions of insurance, must have two billion 
dollars now to make them sound, and we find that fraternal 
associations, promising one-half as much insurance, have one one- 
hundredth as many dollars now, apprehensive inquiries must arise. 
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We must, also» be impressed with the fact that the same frater- 
nals are managed at an expense of one-twentieth of the same 
old-line companies. If these comparisons . at all indicate rela- 
tive merits, the desire naturally arises that the strength of 
the one class might be united with the economic methods of 
the other. 

Comparisons, however, are often invidious and usually profit- 
less. Nowhere is it more apparent that the merits of one insti- 
tution are discoverable by investigation and analysis of it, and 
not by comparison with others, than in the Insurance Depart- 
ment That fraternal insurance societies have, on the whole, ac- 
complished a good purpose seems demonstrated by the fact that 
they have in the last forty odd years collected from their able 
living members and paid to the bereaved beneficiaries of the dead 
an enormous sum — said to be six hundred million dollars — at a 
moderate cost of management. That fraternal societies will con- 
tinue in the future is evident from the increasing membership in 
the past, and from that trait of character to seek and establish 
closer and more sympathetic relations between congenial natures. 

That designing persons have taken advantage of the disposition 
toward this kind of co-operation; that incompetent, irresponsible 
and unscrupulous persons, in the guise of a fraternal society, with 
the protection, exemptions and standing afforded by the law and 
the State's license, have imposed upon the public; and that there 
have been frauds and failures and consequent miserable disap- 
pointments, are all notorious facts. That much of the fraternal 
insurance is not now founded on a sure and lasting system seems 
conceded by all who have given the subject careful and intelligent 
study. There are, therefore, some manifest evils. Whether they 
may be corrected or lessened by law and regulation is not so 
clear. If they may be, then the co-operation of the fraternal 
societies in the enactment and enforcement of such law is im- 
portant, if not essential. Among the important things to be ac- 
complished, if possible, by legislation, are the prevention of organi- 
zations by incompetent, irresponsible, unscrupulous and designing 
persons, and the admission only of genuine, voluntary associations, 
organized in good faith as fraternities, with substantial member- 
ship established and promise of increasing membership and con- 
tinued existence. To this end, it is conceived, that, while a char- 
ter should issue to a few applying persons, authorizing the organi- 
zation of a fraternal society, with ritualistic form of work and 
lodges and the powers incident thereto, yet license to issue benefit 
certificates should not be extended until there are enough lodges 
and initiated members to make it worthy the name of a frater- 
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nal society. There should be enough to give assurance that vol* 
untary fraternal afiOQiatlon is the prime purpose, life insurance 
an important incidemt. There should, also, be bona flde applica- 
tions for insurance with medical certificates and payment of a 
substantial advance sum thereon by the members. 

Much has been said and written respecting the system com- 
monly employed in conducting fraternal insurance. The vary- 
ing views and arguments advanced today on the main subjects 
of dispute appear trite, when we are reminded that they have 
been repeated for perhaps a century. It must be admitted by all, 
however, that no system or name will change the death rate in, 
any given group of insured Individuals. Enough money must be 
collected from the members to pay death claims as they mature. 
The death rate increases with increasing ages of members. The 
contributions exacted should, therefone, be commensurate with 
the increasing risks on the lives of the members as they grow 
older. Reliance upon new, younger members to supply deficits in 
contributions of the older, results in disappointment. Even, if 
practicable, such system is unfair. 

Arbitrary interference with the natural right to contract is, 
in general, obnoxious to the spirit of our institutions. It should 
only be, when it is clear that the welfare of the people will be 
thereby promoted. Such right of the State has nowhere been 
exercised and extended more than over the operations of cor- 
porations, which, for cash or other considerations, promise pay- 
ment of money in the future. The regulation of life insurance 
companies is particularly defensible, because its contracts and 
promises extend so indefinitely into the future. If, therefore, 
statutory requirements will compel fraternal societies to collect 
adequate contributions, equitably imposed upon the members^ and, 
also, enforce honest, competent management and the prevention 
of frauds, they should be enacted. 

The requirement of rates not lower than those indicated by 
a table of mortality and rate of interest assumed and established 
by the law has been recommended. In several States an at- 
tempt has been made at such requirement. This does not ac- 
complish all that is desired- The valuation of certificates would 
compel the maintenance of adequate rates, and, also, the saving 
of funds required for reserve, and tend to promote continued sol- 
vency. It is urged that the requirement of reserve does not insure 
the solvency of the comj?any. It must be admitted, however, that 
it tends to do so. It is said by some that the mortality tables 
and rates of interest assumed by existing laws, governing life 
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insurance companies, are too high, and, therefore, prove erroneous 
bases for calculating policy values. There is sufficient evidence, 
however, to Justify the assumption that the mortality table, known 
as The National Fraternal Congress table, indicates the death 
rate generally in fraternal societies. No reason can be con- 
ceived, therefore, why an account should not be taken and pub- 
lished of the obligations of fraternal societies, based upon such 
table and the current rate of interest. Sick or accident benefits 
should not be permitted, except by local lodges, from funds col- 
lected and disbursed by them. The business of the association 
should, therefore, be confined to death benefits, but associations, 
which accumulate reserves, should be allowed to provide surrender 
values to withdrawing members not exceeding the reserves. Asso- 
ciations hereafter organized should have assets sufficient to meet 
all liabilities, including reserve. This requirement should not be 
made of existing associations, but the annual statements and depart- 
ment reports should set forth their reserve liability. There seems 
reason for such apparent discrimination. To require associations 
with large membership to restore at once such a deficiency in 
assets would practically compel them to discontinue. Many of 
them, if left to their own methods and resources, may, in time, 
accomplish technical solvency, under such law. At any rate, the 
published statements would exhibit their condition, and their mem- 
bers and the public should then be permitted to deal with them 
in accordance with their own judgment A provision would be 
desirable, requiring them each year to improve their condition, and 
so demonstrate their purpose of ultimately reaching technical solv- 
ency and the probability of accomplishing the same. It seems 
difficult, however, to frame such requirement without it being 
either too rigid upon the association, or conferring too much dis- 
cretionary power on the Commissioner. A provision in that be- 
half should probably not now be enacted. The future course of 
the associations would probably better determine the propriety of 
any such requirement. While it is generally understood that a 
purely commerbial association will disintegrate and quickly dis- 
solve on a slight showing of weakness, yet it is said there is that 
loyalty in the membership of fraternal orders, which gives them 
an exceptional, adhesive power and inherent strength; that their 
social forms and representative character of government enables 
them to ovrcome difficulties, which would destroy the ordinary 
business corporation. There is much ground for such reasoning. 
At least an opportunity should be afforded for its demonstration. 

Much harm has resulted from misrepresentation in the ad- 
vertisements circulated by the promoters of some fraternal socie- 
ties. It is not uncommon to find literature maintaining that rates 
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are based on mortality tables, and, therefore, adequate, and de- 
scribing reserve funds, or emergency funds ample to maintain level 
rates, when it must be known to the authors that such statements 
are false and deceptive. That such fraud should be punished 
needs no demonstration. The present laws probably amply pro- 
vide for it. Penal laws, however, have proven inadequate, for the 
reason that comparatively few offenses are detected. It would 
seem to be more effectual, if all- advertisements were submitted 
to the Commissioner, when issued. This would not subject the 
societies to much inconvenience, and would prevent the surrepti- 
tious circulation of objectionable literature. It is urged that 
other insurance organizations circulate false and misleading litera- 
ture. If so, such proposed regulation should not be abandoned 
entirely, but should extend to others. 

Unrestricted power should be given every Commissioner to make 
examination of every fraternal association, but such examinations, 
except of newly applying associations, should be at the expense of 
the State, and without any cost to the association. A copy of the 
report of examination should be transmitted by the Commissioner, 
.who authorized it, to the Insurance Departments of the other 
States in which the association operates. 

In the consideration of proposed regulations of fraternal so- 
cieties to be submitted to the Convention, investigation has been 
made of the existing laws of the several States on the subject. 
When we are so constantly reminded of the inconvenient, awkward 
and sometimes absurd situations of insurance corporations and 
Insurance Departments, resulting from the varying and inconsist- 
ent laws of the several States, it would be surprising to find that 
the fraternal laws are harmonious. Inspection develops that they 
are probably less uniform and more conflicting than any other 
insurance laws. There is difficuty in comprehending how an asso- 
ciation, organized in one State, can lawfully operate in more than a 
very few others. No two States have, in all respects, the same 
regulations. 

It is considered important to know the substantial provisions 
of the laws of the several States, although it may tax the patience 
of the Convention to hear them, somewhat, in detail. An attempt 
has been made to procure and inspect all the laws and amende 
ments up to this date. This has been necessarily somewhat cur- 
sory, and possibly some provisions have escaped observation. It 
is not the purpose here to give an abstract of all provisions, but 
to exhibit most of the general features and the lack of uniformity. 
J^o State has yet a law which seems to embody ideal regulations, 
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As many States have apparently used tlie law recommended by 
The National Fraternal Congress in 1897, as the basis of their 
regulations, its provisions are first noted. 

ACT BEGOMMUNDED BY THE NATIONAL FBATEBNAL CONGRESS. 

It defines a fraternal beneficiary association as an organization 
for the benefit of its members and beneficiaries and not for profit, 
with a lodge system, ritualistic form of work and representative 
form of government, allowing benefits upon death, sickness, acci- 
dent and old age. It may collect assessments or dues, and benefits 
are restricted to the families, heirs, blood-relatives, affianced hus- 
band or affianced wife of or persons dependent upon the member. 
Existing societies, having lodges, may continue upon filing annual 
statements and providing for service of process. Associations of 
other States may be admitted upon filing charter, constitution, 
instrument authorizing process and upon lahowing its authority in 
its own State. An examination may be made to determine whether 
such association complies with the law. Statements are required 
annually of all associations. They are required to appoint an 
attorney for service of process. Permits are required to be issued 
by the CJommlssioner of Insurance, the duration of which is not 
defined. It prohibits paid agents, except organizers of subordin- 
ate bodies. Arrangement, by which beneficiaries shall pay assess- 
ments of members are declared invalid. The benefits are made 
exempt from the payment of debts of the member or beneficiary. 
It authorizes meetings of its governing body in any other State, 
and the casting of votes in subordinate bodies in another State. 
It punishes by fine or imprisonment persons guilty of fraududent 
BtatemeAts, respecting applications for membership or in obtaining 
benefits, and declares fraudulent statements in any verified report 
or declaration required by the act shall be deemed perjury. Upon 
failure to file annual report, or upon exceeding its powers or con- 
ducting its business fraudulently, the Commissioner of Insurance 
is authorized to give notice to the Attorney-General, who shall 
institute proceedings to enjoin the association from carrying on 
business. Upon making the report or correcting violations, it must 
be reinstated. An officer or agent, violating any provision of the 
act, is punished by fine or imprisonment. 

ALABAMA has a law governing Fraternal Beneficiary Associa- 
tions, which incorporates most of the provisions of the National 
Fraternal Congress law of 1897. It omits the provision respecting 
paid agoDts, and that forbidding beneficiaries to pay assessments. It 
authorizes repeated examinations at the expense of the association 
not axceeding $50.00 a year, and empowers the Commissioner of 
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Insurance to revoke its license if the association appears "in an 
insolvent or unsatisfactory condition." Among the exemptions from 
its provisions are five orders named, and "similar orders that do 
not have as their principal objects the issuing of benefit certificates," 
and all societies, whose membership are confined to "a particular 
class of persons," or to 25 associations, which are named. 

ARIZONA has no laws specially regulating fraternals. 

ARKANSAS has no special law on the subject, except in addi- 
tion to filing annual statements every fraternal order is required to 
give a $10,000.00 bond, signed by three residents, condition "for the 
prompt payment of all money coming into the hands of its officers 
to which beneficiaries are entitled," and fixing a penalty for an as- 
sociation not complying with the law. 

CALIFORNIA has no law specially applicable to fraternals, and 
such associations are expressly exempted from the provisions of the 
insurance laws. 

COLORADO has no law and fraternals are specially exempted 
from the provisions of the insurance laws, except as to fiing annual 
statements, filing charter and designating agents for service of 
process. 

CONNECTIUT has a fraternal code, containing most of the pro- 
visions of the National Fraternal Congress law of 1897. It author- 
izes, however, payments to members, after ten years, not exceeding 
the amounts named in certificates. Examinations are authorized at 
expense of the State. There is no special provision for the organiza- 
tion of domestic associations and for their meetings. The law is 
not applicable to associations, whose membership is confined to 
Masons or Odd Fellows or those employed by one institution or simi- 
lar institution and confined to one trade, art or profession. 

DELAWARE. Fraternals are expressly exempted from the in- 
surance laws, except they are required to file annual statements, and 
license may be revoked for insolvency or conducting business fraud- 
ulently. 

DISTRICT OF COLUMBIA has a fraternal code embodying most 
of the provisions of the National Fraternal Congress law of 1897. 
It authorizes associations having reserve or emergency or benefit 
fund to pay, after three years, "withdrawal benefits not exceeding 
the contributions of such member." Associations may be examined 
at their expense not exceeding "$100 for associations which have no 
reserve or emergency fund, and $200 with a reserve or emergency 
fund." It provides for the admission of incorporated subordinate 
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bodies. It exempts grand and suborlnate lodges of fraternal orders 
and associations "that do not have as their principal objects the is- 
suance of benefit certificates of membership in case of death, or 
payment of sick, physical or death benefits exceeding in amount 
$100." 

FLORIDA has no law on the subject of fraternal insurance. 

GEORGIA has adopted most of the provisions of the Fraternal 
Congress law of 1897. It expressly permits grand and supreme 
bodies to be composed of officers, past officers, standing committees 
and incorporators as well as representatives. It provides that "no 
profit or gain shall be added to the payments made by a member." 
There seems to be no express provision for examinations, and ap- 
parently the only ground for revoking license is neglect to file re- 
port. There is no special provision for the organization of domestic 
associations and for their meetings. It exempts grand and subor> 
dinate lodges of Masons, etc., "or similar orders that do not have 
as their principal objects the issuance of benefit certificates." It 
omits the provision in the Fraternal Congress law for injunction. 

IDAHO has a code modeled after the Fraternal Congress law 
of 1897. There is no special provision for the incorporation of 
domestic associations. Grand and subordinate bodies of Odd Fel- 
lows and the like, and societies paying funeral or weekly sick bene- 
fits, and benevolent a^ociation and associations confined to employes 
of one corporation or several similar corporations, or confined to one 
trade, art or profession, or exempted. 

ILLINOIS has originally a law similar to the Fraternal Congress 
law of 1897. As amended in 1899 and 1901 it provides that associa- 
tions of members of religious denominations and commercial travel- 
ers need not have ritualistic form of work, and the religious orders 
may make a religious or charitable institution beneficiary. It requires 
500 members to organize, and a certificate that the advance assess- 
ments have been deposited. The Superintendent of Insurance is 
authorized to commence injunction proceedings instead of the At- 
torney General. 

INDIANA, as originally enacted, contains the substantial pro- 
visions of the Fraternal congress of 1897. The amendment of 1901 
provides that an association of another State, not then doing busi- 
ness in the State, may be admitted when its Charter and By-Laws are 
in accordance with this Act, and the amount of one assessment at 
rate theretofore established is sufficient to pay the largest death 
loss, and it has paid all claims in full within two years, and has 
established rates enacted by the Table of Mortality set forth in the 
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Act, which is the National Fraternal Congress Tahle of Mortality. 
The permit is renewable annually, if the association is doing busi- 
ness lawfully. Domestic associations must have 300 members, with 
one assessment paid and deposited, and must have rates equal to 
those indicated by the Table of Mortality Act above referred to. 

IOWA contains most of the substantial provisions of the Fra- 
ternal CJongress law of 1897. It permits legal representatives and 
legatees to be named as beneficiaries, and betrothed and dependents 
are not included in the beneficiaries named. It requires a copy of 
application to be attached to the benefit certificate. If the Auditor 
is of opinion that permit should not issue to association of another, 
he may refuse it. The permit is renewable annually. There is no 
exception from the law of Masons, Odd Fellows, etc. 

KANSAS. Modeled after the Fraternal CJongress law, but as- 
sociations of other States must show that one assessment will pay 
claim in full. Domestic associations, upon organization, must have 
500 members, and a benefit fund at least twice the amount of the 
largest certificate, and the by-laws, certificates, etc., must be ap- 
proved. It limits the term of offices to four years. No certificate 
can be issued by domestic associations until the benefit fund is equal 
to twice the smallest death benefit certificate, nor until one assess- 
ment will pay its next highest certificate in full. Assessments may 
be collected to repay contributions made by officers. Associations 
of other States may be excluded and enjoined for removal of cause 
to United States court or not paying judgment within sixty days. 
It expressly provides that no discretionary power is given the Su- 
perintendent of Insurance. Exceptions from the Act apply only to 
grand and subordinate lodges or a fraternal society paying only 
:$200, or confined to a particular trade, or particular employes. Sub- 
ordinate lodges may own real estate^ etc., and sue and be sued. 

KENTUCKY. There seems to be no law specially regulating 
fraternal societies. 

LOUISIANA has no law regulating fraternals, but the Act of 
1902 requires fraternal associations, other than secret fraternal so- 
cieties, to file charter, certificate of membership and application, and 
pay license fee from $150 to $375, according to income. 

MAINE defines fraternals as under the Fraternal Congress Law, 
and contains most of its provisions. It requires associations here- 
after (1901) organized to have rates established not lower than 
those indicated, as necessary by the National Fraternal Congress 
Table of Mortality, and to have 500 benefit members, who have paid 
one assessment, and have a deposit of $1,000 with the State Treas- 
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urer for reserve fund. Fifteen per cent of mortality receipts must 
be deposited annually until $50,000 is accumulated. The deposit may 
be used -with the approval of the Insurance Commissioner in the 
payment of death claims, but not reduced below the amount of one 
assessment or $1,000. If the association fail to pay any judgment 
for sixty days the deposit shall be applied to such judgment. If 
such reserve fund is reduced below the amount of one assessment, 
it shall be restored by assessments. Reinsurance may be effected, if 
approved by two-thirds vote of members and by the Insurance Com- 
missioner. Associations of other States doing business before, and 
associations admitted since, February 28, 1899, and before the passage 
of the Act of 1901 may continue. Others may be licensed by the In- 
surance Commissioner "if he deems it expedient," provided National 
Fraternal Congress rates are established. Calls for assessments must 
indicate their purpose, and shall be used only for the purpoje for 
which collected. Associations may have paid agents, but the same 
must be certined to and licensed by the Insurance Commissioner. 
Annual reports must be as required by the Insurance Commissioner. 
Associations exempted from the Act cannot have paid agents. 
Whenever, on examination, it appears that an association is not pay- 
ing certificates in full, or its condition is liable to render further 
proceedings hazardous to the public, or is acting fraudulently, or 
after one year has less than 300 members, the Insurance Commis- 
sioner shall apply to the court for a receiver, etc. He may revoke 
licenses of associations of other States. There is also a retaliatory 
provision. 

MARYLAND. The law of 1894 provides that associations pay- 
ing endowments at fixed periods of not less than five years or divi- 
dends, withdrawals, surrender or old age benefits, etc., shall deposit 
with the Insurance Commissioner securities in the amount of 
$10,000. It requires elected representatives in the supreme body. 
It forbids associations of other States or any branches thereof incor- 
porated in this State. 

MASSACHUSETTS. The law of 1901 authorizes death or disa- 
bility benefits or both. If the membership is not limited to a fra- 
ternity or certain employes, an association shall have a lodge system 
with representative form of government and "incorporators and 
their successors and associate officers and ex-presiding officers and 
such persons as may be admitted as representatives shall be a 
supreme or governing body, with power to create subordinate bodies." 
Officers must be elected bi-annually. Standing committees or boards 
of directors may be elected for three years. Associations organized 
after May 23rd, 1901, must have 500 benefit members, who have paid 
one advance assessment, and must have established rates not lower 
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than those indicated as necessary by the National Fraternal Congress 
Table of Mortality, except associations which confine membership to 
certain employes, etc. Certificates shall provide that, if one assessment 
does not amount to the maximum certificate, then the amount paid 
shall not exceed the assessment or the proportion which the face of 
the certificate bears to maximum amount of certificate. This is not 
applicable to associations of employes of towns, etc., or to associsr 
tions having emergency fund until it is exhausted. If relatives or 
dependents are dead, any person may be named by the member as 
his beneficiary. The association may hold death fund (belonging 
to beneficiaries) not exceeding the amount of three assssments, but 
excess must be transferred to the emergency fund, which shall not 
exceed 5 per cent of the amount of all certificates. The investments 
of the emergency fund are dposited with the Trasurer (Receiver 
General). Death, disability and emergency funds are to be used as 
specified. Disability assessments shall not be called while three 
assessments are on hand. Single payment disability benefits may 
be paid from death fund. Assessment calls must specify the pro- 
portion of death disability and expenses. No transfer can be made 
except from the expense fund. Associations having no per capita 
tax, etc., for expenses, may make three assessments for expenses per 
year; no assessment to be so made while the amount of one assess- 
ment is on hand. Associations of employees of towns, etc., may pay 
annuities, etc., contingent on disability or long service. Reinsurance 
must be approved by two-thirds of the members. Associations ex- 
isting June 28th,. 1899, and May 3rd, 1901, paying fixed funeral ben- 
efits of $200, of disability benefits of $10 per week, or both, and not 
organizd for profit, are not subject to the Act. Associations of other 
States not admitted May 3rd, 1901, must have rates not lower than 
those indicated by the National Fraternal Congress Mortality Table. 
Associations theretofore admitted may continue without readmis- 
sion, subject to the provisions of this Act. Annual reports must be 
filed February 1st, but may be extended to March 1st, and shall be 
as the Commissioner requires. The Commissioner may, upon re- 
quest, examine domestic associations on lodge plan and may, upon 
his own motion, examine associations of other States. Paid agents 
are prohibited, but organizers may be employed whose compensation 
does not depend upon increase of membership. If the Commissioner 
is satisfied that an association has exceeded its powers, etc., or 
"that its condition is such as to render its further proceedings 
hazardous to the public;" or, if an association shall vote to dis- 
continue business, he shall report to the Attorney-General, who shall 
apply for injunction; this upon notice to the association. The 
court, upon such proceeding, may remove an officer of the associa- 
tion and substitute another in his stead. 



Digitized by 



Google 



PROCEEDINGS 103 

MK^HIGAN. The fraternal cade has the same general scope as 
the Fraternal Congress act of 1897. It provides, however, that where 
an applicant or member does not have a relative, as designated, he 
may make another person or his estate his beneficiary. Licenses 
must i>e renewed annually. Upon organization, associations must 
have one assessment in cash from 200 members. It provides for the 
incorporation of subordinate bodies. 

MINNESOTA. The law of 1894, as amended in 1901, contains 
some of the provisions of the Fraternal Ck)ngress Act, and 
provides that fraternal or non-fraternal associations can be organ- 
ized for "Life, Casualty, Fidelity, Surety and Endowment" business 
on the assessment plan. Fraternals must have a supreme body, 
composed of representatives elected by subordinate bodies. Asso- 
ciations of other States are licensed only upon the annual state- 
ments being satisfactory to the Commissioner. If the Commis- 
sioner is satisfied that any such association is unsound, or is con- 
ducting its business fraudulently, or if it fail to make annual 
statement, he may revoke the license. Suit may be brought by 
the Attorney-General to restrain domestic associations, and the 
verdict of the jury in such proceeding shall determine the right 
of the association to continue business. Every association must 
accumulate $5,000 reserve fund by setting aside 10 per cent of 
assessments and adding to it annually two and one-half per cent 
of assessments until it amounts to $2.00 per $1,000 of insurance 
in force. Reinsurance in licensed associations may be effected 
upon two-thirds vote of the members. 

MISSISSIPPI. Fraternal associations are defined as in the 
Fraternal Congress Act. Annual statements are required. Domestic 
and foreign associations are admitted on same conditions as other 
insurance companies, except they are exempted from the require- 
ments of capital. Grand and subordinate bodies are exempted. 

MISSOURI. The Fraternal Law was enacted in 1897, and has 
substantially the same provisions as the Fraternal Congress Law 
of 1897. Grand or subordinate lodges of Masons or similar orders, 
paying only sick or funeral benefits or associations limited to a 
particular class of employees are exempted. The amendment of 
1901 provides that associations of Commercial Travelers shall be 
subject to the Act. 

MONTANA has no law specially regulating fraternal societies, 
and they are exempted from the insurance laws. 

NEBRASKA has the substantial provisions of the Fraternal 
Congress Law, but exempts fraternal orders providing sick and 
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funeral benefits and associations organized in Nebraska prior to 
January 1st, 1898. Upon organization, an association must liave 
250 members, and the amount of one assessment deposited. Bene- 
fit funds cannot be used for other purposes. 

NEVADA has no law specially regulating fraternal associations, 
and they are expressly exempted from the insurance laws. 

NEW HAMPSHIRE. The Fraternal Code is substantially the 
same as the Fraternal Congress Act. There seems to be no special 
provision for the organization of domestic associations. Orders 
(not grand and subordinate lodges of) of Odd Fellows, Knights 
of Pythias and similar orders and associations, working on the 
lodge system, limited membership to a particular class, etc., are 
exempted. 

NEW JERSEY. The Fraternal Code was enacted in 1893. It 
contains most of the provisions of the Fraternal Congress Law of 
1897, but provides for endowments after five years. Upon organi- 
zation, associations must have 200 members and $400,000 insurance, 
and one assessment paid in cash. 

NEW MEXICO has no fraternal law. 

NEW YORK, Under the Fraternal Act of 1899, fraternal asso- 
ciations may be organized for disability or death benefits, with 
no restriction of beneficiaries, and for endowments after five years. 
Ritualistic form of work is not required. After the first year, 
ofllcers must be elected by representatives of subordinate bodies. 
Associations must have 200 applicants for membership with $400,000 
of insurance and one assessment paid in cash sums of 1 per cent 
of the insurance in force. Associations of other States are ad- 
mitted subject to the same qualifications, and that they are con- 
ducting their affairs in a safe and authorized manner. License 
is for one year, renewable, and may be revoked, if it appear to the 
Superintendent of Insurance that it is unsafe or inexpedient for 
the association to continue. Certificates shall not exceed the amount 
of one assessment. The benefit fund cannot be used for other pur- 
poses. Provision for annual reports and injunction upon neglect of 
the same, or conducting business fraudulently, and penalties are 
substantially the same as the Fraternal Congress Law of 1897. 
Grand and subordinate bodies of Masons, etc., are exempted. 

NORTH CAROLINA. Fraternals are defined the same as in 
the Fraternal Congress Act, but beneficiaries are not restricted. An- 
nual statements are required. 

NORTH DAKOTA contains most of the provisions of the Fra- 
ternal Congress Act. Examination expenses are limited to $100, if 
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the association has no reserve fund, and $200 if it has a reserve 
fund. Associations not already admitted must have rates not lower 
than indicated by The National Fraternal Congress Mortality Table. 
There are no exemptions of grand or subordinate bodies. 

OHIO has most of the provisions of the Fraternal Congress Act. 
It permits withdrawals after two years not exceeding the mount 
contributed, and final benefits after ten years. Upon organization, 
an association is required to have $5,000, which cannot be used 
for expenses, and it permits assessments to repay such deposit, 
if it has been advanced by the officers. 

OKLAHOMA has most of the provisions of the Fraternal Con- 
gress Act. Associations of other States must show that one assess- 
ment will pay the largest loss. Annual report is not required until 
after two years. Upon organization, an association must have 300 
members, with one assessment paid. Association not admitted at 
the passage of the act (1901) may not be authorized, unless its 
established assessment rates are not lower than indicated by the 
table set forth in the law, which is the Fraternal Congress Mortality 
Table. 

OREGON has no law specially regulating fratemals, and they 
are expressly exempted from the insurance laws. 

PENNSYLVANIA. Fraternal associations are defined as in the 
Fraternal Congress Law, and are required to file statements, and 
license may be revoked for failing to file statement. Associations, 
confining membership to churches, societies, etc., and promising 
a sum at fixed periods, are exempted. 

RHODE ISLAND has no law specially regulating fratemals, 
and domestic associations are expressly exempted from the insur- 
ance laws. 

SOUTH CAROLINA has no fraternal law, and such associa- 
tions are expressly exempted from the insurance laws. 

SOUTH DAKOTA. Fraternal associations are governed by laws 
regulating assessment associations, except there is a special pro- 
vision for the incorporation of grand and subordinate bodies. 

TENNESSEE. The Fraternal Code incorporated most of the 
provisions of the Fraternal Congress Act of 1897. It contains a pro- 
vision limiting expenses of examinations to $200 and $100 respec- 
tively of associations with and without reserve funds. It forbids 
societies, which issue certificates to both white and colored races. 
It requires 500 members, and it must be shown that the association 
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is able to pay its highest certificate in full, and certificate cannot 
he issued for more than the amount of one assessment. National 
Fraternal Congress rates are required. It has the provision that 
erroneous statements of age in application is no defense, unless 
error is discovered in proof offered by beneficiary. 

TEXAS. The Fraternal Code is modeled after the Fraternal 
Congress Act of 1897. It provides that agents and organizers must 
be licensed, except a member operating in his own county. It 
exempts railway organizations. 

UTAH has no fraternal law. 

VERMONT. The Fraternal Code incorporates most of the pro- 
visions of the Fraternal Congress Act. While forbidding paid 
agents, it permits organizers at $3.00 per day. There seems to be 
no requirement of minimum membership or insurance in force. 
Organizations of Masons and similar associations are exempted. 
Associations organized after the amendment of the Act (1900) must 
have National Fraternal Congress rates. 

VIRGINIA. The law contains most of the Fraternal Congress 
provisions. It provides that grand or subordinate bodies may be 
composed of officers, incorporators, past officers and standing com- 
mittees as well as representatives. There is no special provision 
or qualification respecting the organization of new associations. 
Orand and subordinate lodges of Masons, etc., are exempted. 

WASHINGTON. The law is modeled after the Fraternal Con- 
gress Act. There is no qualification of membership or accumu- 
lated funds for new associations, but associations not admitted 
prior to the passage of the law (1901) are required to have rates 
equal to those indicated by the table set forth in the law, which 
is The National Fraternal Congress Table of Mortality. 

WEST VIRGINIA has no law regulating fraternal associations, 
and they are expressly exempted from the insurance laws. 

WISCONSIN. The law of 1898, as amended 1901, requires an 
association upon organization to have 500 members examined and 
certified by physician, and a deposit of $5.00 by each and $1,000 
pledged to the death fund, and show that one assessment will realize 
^1,000 above expenses and reserve. Accident associations must de- 
posit with the State Treasurer $1,000. Beneficiaries are not lim- 
ited. There must be a reserve of not less than the amount of 
one assessment and the amount of the maximum certificate. License 
may be refused association of other States, if its literature is 
deceptive. Annual reports are required, and license may be re- 
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yoked for fraudulently conducting or extending the powers of the 
association. 

WYOMING has the substantial provisions of the Fraternal 
Congress Act. There is no special provision for the organization of 
new associations. Exempts grand and subordinate lodges, etc 

There is no reason why the law should not be practically the 
same throughout the Union. If this, or a subsequent Convention, 
can agree upon comprehensive regulations, it will doubtless, do 
much to promote such uniformity. In order that there may be 
some definite basis for discussion, and that suggestions and amend- 
ments may take definite form, the following, while containing much 
of present laws of some States, is offered as a proposed uniform 
law, regulating fraternal associations. It is intended to incor- 
porate therein the views heretofore expressed. Defects will, doubt- 
less, be discovered in it. It should have the earnest consideration 
and candid criticism of the Convention, and all who are inter- 
ested in, or have opinions, respecting fraternal beneficiary societies, 
to the end that there may be ultimately established a code of 
regulations reflecting the essence of all wisdom on the subject. 

It will be observed that, in the proposed act here submitted, 
the following sections of The National Fraternal Congress Act 
have been modified: 

SECTION NO. 1 — ^A representative form of government is 
defined. Sick and accident benefits are omitted. Surrender values 
are permitted, instead of old age benefits. The mortality table 
assumeJd must be set out in the regulations. Relatives by adoption 
are added as beneficiaries, and provision made for beneficiaries 
of members who have no relatives or dependents. The emergency 
clause is required in the regulations and certificates. The provision 
in Section 1, permitting a reserve fund, is eliminated. 

SECTION NO. 2 is omitted, because Sections No. 12 and 13 
provide for existing associations. 

SECTION NO. 3 — Regulations for admission of associations of 
other States have been modified. 

SECTION NO. 4 — Annual statements are practically the same, 
except the item of reserve liability is included. 

SECTION NO. 5 — No substanstantial change in appointment 
of attorney for process and service. 

SECTION NO. 6 — Provision for license is modified. 
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SECTION NO. 7 — The Fraternal Congress act made sugges- 
tions for organization of domestic associations. This act pro- 
vides proceedings and qualifications. 

SECTION NO. 8 — The provision, forbidding paid agents, does 
not accomplish its object, when it is qualified by allowing paid 
organizers. This Section is, therefore, omitted. 

SECTION NO. 9 — The provision, that no contract with the aa- 
sociation shall be valid, when there is an agreement that the benefi- 
ciary shall pay assessments, is omitted, because of the diflaculty 
in its enforcement, and the probability of innocent persons, ignor- 
ant of such provision, suffering thereby. 

SECTION NO. 10— The exemption of benefits from debts of 
members and beneficiaries is omitted, because it has been held 
by some Courts unconstitutional and deemed invalid. 

SECTION NO. 11 — It is assumed that an association, organized 
in one State, may hold its meetings in another, and that votes for 
representatives in another State are valid without special provi- 
sions authorizing the same. Therefore, this Section is omitted 
until it is shown why it should be retained. 

SECTION NO. 12— No substantial change in penalties. 

SECTION NO. 13— Provision for injunction, etc., modified. 

SECTION NO. 14— Penalties substantially the same. 

SECTION NO. 15— What associations, if any, shall be exempted 
should probaby not be suggested in this report. 

PROPOSED FRATERNAL BENEFICIARY ACT. 

SECTION NO. 1 — ^A fraternal beneficiary association is hereby 
declared to be a corporation organized and carried on for the sole 
benefit of its members and their beneficiaries and not for profit. 
Each association shall have a lodge system, with ritualistic form 
of work and representative form of government, which shall provide 
for a supreme legislative and governing body, composed only of repre- 
sentatives elected either by the members or by delegates elected by 
the members. Every such association shall make provision for the pay- 
ment of benefits in case of death, and may provide for withdrawals,, 
and the payment, in such event, of not exceeding the share of the re- 
serve fund contributed by the withdrawing member. Subordinate or 
local lodges may make provision for benefits in case of sickness 
or accidents, and collect and disburse funds therefor. Such funds 
shall not bs paid to or accounted for by the association or its. 
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supreme body. The fund for the payment of death benefits of the 
association shall be derived from fixed, periodical assessments paid 
by the members, annually, or at shorter intervals. The fund for 
the payment of expenses may be derived from such assessments 
and from membership fees, dues and per capita taxes, as the regu- 
lations of the association may provide. The regulations of the 
association shall provide a table of assessment rates, and designate 
the mortality table and rate of interest assumed in the adoption of 
the same and the loading for expenses. The regulations shall, also, 
provide, and the certificates of membership stipulate, that in event 
the funds and assets of the association amount in value to less 
than the aggregate value of. its liabilities, extra assessments, paya- 
ble in thirty days, shall be collected to supply such deficiency. 
Payment of death benefits shall be to the families, heirs, relatives 
hy blood or legal adoption, affianced husband or affianced wife of 
or to persons dependent upon the member. Certificates may pro- 
vide that, in event of a member's death, leaving no surviving per- 
son bearing any such relation to him, payment may be made to 
the member's estate, or to a person, corporation or association 
named by him. Except as herein provided, such associations shall 
be governed by this Act, and shall be exempt from the provisions 
of insurance laws of this State, and no law hereafter passed shall 
apply to them, unless they be expressly designated therein. The 
investments of the funds of such associations shall be in the 
securities defined by law for the investments by life insurance 
companies. 

SECTION NO. 2 — Seven or more persons, citizens of the United 
States and a majority of whom are citizens of this State, who 
may desire to form a fraternal beneficiary association as defined 
by this Act, may make and sign (giving their addresses), and ac- 
knowledge before some officer competent to take acknowledgements 
of deeds, articles of association in which shall be stated, 1st. The 
proposed corporate name of the association, which shall not so 
closely resemble the name of any corporation already transactiiig 
business in this State as to mislead the public or lead to con- 
fusion; 2d, The purpose for which it is formed. Excepting any 
lawful social, intellectual, moral or religious benefits or advan- 
tages, which may be proposed, such purpose shall not include more 
liberal powers than are granted by this Act; 3d. The names and ad- 
dresses of all the trustees or similar officers, who shall manage the as- 
sociation for the first year, or until the ensuing annual election. 
Such articles of association shall be submitted to the Secretary 
of State, and, if the same are in accordance with law, the Secre- 
tary of State shall retain and record the articles of association 
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and furnish such incorporators a duly certified copy thereof, which 
shall be the authority for the organization of such association. 
No insurance or benefit certificates shall be issued by such asso- 
ciation until it has duly received from the Commissioner of Insur- 
ance the license so to do, provided in Section No. 4. fiefore 
issuing such license, there shall be filed with the Commissioner of 
Insurance a certified copy of the articles of association, copies of 
regulations, constitution, by-laws and of all forms of insurance or 
benefit certificates, applications therefor and literature proposed to 
be issued or used by such association, and it shall be shown to 
the satisfaction of the Commissioner by affidavits of the President 
and Secretary or similar officers of the association, that at least 
500 bona fide members have been duly initiated therein, and that 
at least ten lodges or subordinate branches, each having not less 
than 30 members, have been duly organized and established, and 
that at least 500 applications for insurance or benefit certificates 
have been duly made by such members, and that such applicants, 
have been duly examined by competent physicians and certificates 
of such examination duly filed, and that there has been paid ta 
the association in cash not less than the amount of one periodical 
assessment and not less than $5.00 by every such applicant, and 
in the aggregate not less than $2,500.00, and that the same is held 
by the association for death claims, and not to be used for ex- 
penses. 

'SECTION NO. 3 — ^Any such association, coming within the de- 
scription, as set forth in Section No. 1 of this Act, organized under 
the laws of any other State, Province, Territory or District, not 
now duly admitted in this State> desiring to transact business in 
this State, shall file with the Commissioner of Insurance an ap- 
plication for license, copy of its articles of association duly certified 
to by the officer having charge of the same in the State where the- 
association is incorporated, a copy of its regulations, constitution and 
by-laws and forms of insurance or benefit certificates, applications 
therefor and literature, the certificate of the Commissioner of In- 
surance or like officer of its own State, reciting that it is duly 
licensed to transact business in such State as a fraternal benefi- 
ciary association, or if the laws of its own State do not provide 
for such authorization, it shall show that it is conducting its 
business in its own State in accordance with the provisions of this 
Act, and it shall file an instrument in writing, appointing the Com- 
missioner of Insurance, or his successors in office, or the Deputy 
Commissioner in the absence of the Commissioner, to be 
its true and lawful attorney upon whom all lawful process, in any 
action or proceeding against it, may be served, and stipulating; 
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that any lawful process against it, which is served on such attor- 
ney, shall be of the same legal force and as valid as if served upon 
the association, and that such authority shall continue in force 
so long as any liability remains outstanding in this State; a state- 
ment, showing its receipts and disbursements the preceding year, 
and its financial condition on the preceding 31st day of December, 
in the form of the annual statement required by this Act. It shall 
also furnish, if required by the CJommissioner, a certified copy 
of a report of examination made under the direction of the Com- 
missioner of Insurance, or like officer of its own State, verifying the 
financial statement so submitted, and, if demanded, also an exhibit 
of its receipts and disbursments up to, and its financial condition at, 
the time when the application is made, or, if that may not be 
done, or is not demanded by the Commissioner, he may, upon 
such application for license, make an examination of the books of 
the association to ascertain its condition at the expense of the asso- 
ciation not exceeding $ . 

SECTION NO. 4 — The Commissioner of Insurance shall issue 
to any association organized in this State, complying with the pro- 
visions of Section No. 2, and other provisions of this Act applicable 
to it, and to any association of another State, Province, Territory 
or District complying with the provisions of Section No. 3, and 
other provisions of this Act applicabe to it, and having the mem- 
bership and qualifications required of associations of this State, 
a license authorizing the transaction of business in this State. 
Such license shall continue in force, unless revoked, until the first 
day of April next after the date of its issue. Such licenses shall 
be renewed annually of all associations complying with this Act. 
Eiach association shall pay for its license and for each renewal 

thereof a fee of $ to the Commissioner of Insurance, who shall 

pay the same to the State Treasurer. 

SECTION NO. 5 — Every such association doing business in this 
State shall, on or before the first day of March of each year, make 
and file with the Commissioner of Insurance of this State, a report 
of its affairs and operation during the year ending on the 31st day 
of December immediately preceding, which annual report shall be in 
lieu of all other reports required by any other law. Such report 
shall be upon blank forms, to be provided by the CommlBBioner of 
Insurance, or may be printed in pamphlet form, and shall be veri- 
fied under oath by the duly authorized officers of such association, 
and shall be published, or the substance thereof, in the annual re- 
port of the Commissioner of Insurance, under a separate part, enti- 
tled "Fraternal Beneficiary Associations," and shall be in the form 
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following, but the same may be modified, and any further or other 
information demanded by him: 



I. — ^INCOME DURING THE TEAJL 

Amount received for assessments $ . 

Rents, interest and dividends on stocks and bonds 

All other sources, viz 

Total amount received during the year $. 

U. — EXPENDITURES DURING THE YEAR. 

Losses and claims paid $ . 

Withdrawal benefits paid 

Salaries and other compensation of officers and for clerical 
force 

Paid for rent 

Paid for office expenses, lodge supplies, organization of 
lodges or branches; of building up the same; print- 
ing, advertising and all other expenditures 



Total amount of expenditures during the year. . . 



m. — ^ASSETS. 

Bonds and stocks 

Loans on mortgages, evidenced by notes and otherwise. 

Loans on other collateral and security 

Real estate 

Cash in bank 

Securities deposited in different States, if any 

Total other assets, viz 



Total assets $ . 



IV. — LIABILITIES. 

Net present value of all outstanding certificates $ . 

Losses and claims due and unpaid No 

Losses and claims reported but not due No 

Salaries due and unpaid 

Due for borrowed money 

All other liabilities, viz 



Total liabilities 
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V. — EXHIBIT OF MEMBERSHIP. 

Membership and amount in foi'ce at the end of the year 

preceding, for which this report is made No $ 

Give number of members and amount of certificates is- 
sued during the year No 



Total during the year No. ... $ 

Deduct members and amount of certificates retiring by 

withdrawal or suspension during the year No $ 

Deduct members who have died during the year, and face 

amount of certificates paid No , , . . . 

Total members in good standing December 31st, 

190 No.... $ 

SECTION NO. 6 — ^When legal process against any association 
of another State is served upon the Commissioner of Insurance, he 
shall immediately notify the association of such service by letter, 
prepaid, and directed to its Secretary or corresponding officer. He 
shall, within two days after such service, forward in same manner a 
copy of the pracess served upon him, to such officer. The Commis- 
sioner shall keep a record of all process served upon him, which 
record shall show the date and hour when such service was made and 
by whom made. Copies of the instrument, authorizing survice of 
process defined and required under Section No. 3 of this Act, when 
certified to by the Commissioner of Insurance, shall be deemed suffi- 
cient evidence thereof, and shall be admitted in evidence with the 
same force and effect as the original thereof might be admitted, and 
service of process upon the Commissioner of Insurance, or in his 
absence, upon his deputy, as such attorney, shall be deemed sufficient 
service upon such association. 

SECTION No. 7 — The Commissioner of Insurance shall, annu- 
ally, compute the reserve liability on the 31st day of December of 
the preceding year of every fraternal beneficiary association doing 
business in this State on the basis of the table of mortality now es- 
tablished and known as the National Fraternal Congress Table of 
Mortality, and 4 per cent interest per annum. In such computations, 
accounts shall not be taken of obligations of members to pay extra or 
emergency assessments, in case the regular, fixed or periodical assess- 
ments are insufficient to pay or maintain the liabilities of the asso- 
ciation. He may accept the certificate of valuation of the Commis- 
sioner of Insurance, or like officer of another State, of the insurance 
or benefit certificate of any association of such State, provided the 
Insurance Department of such other State, in lieu of valuations 

—8 
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thereof made under its authority, accept the reserve valuations made 
by the Commissionr of Insurance of this State of associations organ- 
ized in this State. Every such association, valuation of whose cer- 
tificates are so required to be made by the Commissioner of this 
State shall, annually, upon the demand of the Commissioner, sub- 
mit in such form as he may require, a schedule of all its certificates 
in force on the 31st day of December next preceding. The fees for 

making such valuations shall be per $1,000 insurance 

so valued, and shall be collected from the associations so valued by 
the Commissioner, and paid by him to the State Treasurer. In the 
annual statement of each association filed with the Commissioner of 
Insurance, and in the abstract of the same published in the Com- 
missioner's annual report, the aggregate amount of its reserve valu- 
ation so ascertained shall be noted and charged as a liability. 

SECTION NO. 8 — Every fraternal beneficiary association shall, 
upon issuing any advertising literature, file a copy of the same with 
the Commissioner of Insurance. 

SEXJTION NO. 9 — Any person who shall act within this State 
as an officer, agent or otherwise for any association, which shall 
have failed, neglected or refused to comply with, or sha'l have vio- 
lated any of the provisions of this Act, or shall have failed or neg- 
lected to procure from the Commissioner of Insurance a proper cer- 
tificate of authority to transact business as provided for by this Act, 
or whose authority has been revoked, or the transaction of whose 
business has been enjoined, shall be deemed guilty of a misde- 
meanor, and shall, on conviction, be punished by a fine of not less 
than $25.00 nor more than $100.00. 

SECTION NO. 10 — ^Any person, officer, member or examining 
physician who shall knowingly or willfully make any false or fraud- 
ulent statement or representation, in or with reference to any appli- 
cation for membership, or for the purpose of obtaining any money 
or benefit in any association transacting business undr this Act, 
shall be guilty of a misdemeanor, and upon conviction shall be 
punished by a fine of not less than $100.00, nor more than $500.00, 
or imprisonment in the county jail for not less than thirty days, or 
more than one year, or both, in the discretion of the court, and any 
person who shall willfully make a false statement of any material 
fact or thing in a sworn statement as to the death or disability of 
a certificate holder in any such association for the purpose of pro- 
curing payment of a benefit named in the certificate of such holder, 
and any person who shall willfully make any false statement in any 
verified report or declaration under oath required or authorized by 
this Act, shall be guilty of perjury, and shall be proceeded against 
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and punished as provided by statute of this State in relation to the 
crime of perjury. 

SECTION NO. 11 — The Commissioner of Insurance is author- 
ized at any time to make an examination of the books and affairs of 
any association. The expenses of all examinations, except such as 
may be made upon demand of the association, and such as may be 
necessary to ascertain the condition of the association before its first 
admission to the State, shall be paid by the State, and not by the 
association. If the Commissioner of Insurance suspect that any 
fraternal beneficiary association is in an unsound condition, or has 
misused its authority, he shall, by mail, address a notice to the Presi- 
dent or Secretary, or like officer of the association, at its head office, 
setting forth specifically the subject of complaint, and fix a time 
not earlier than ten days within which the association may appear 
and show that the matter set forth in the complaint of the Commis- 
sioner is not true. If, after such hearing, the Commissioner is satis- 
fied that such association is in an unsound conditon, or has misused 
its authority, he shall, in case of an association of another State, 
Province, Territory or District, revoke the license of such associa- 
tion. In case of a domestic association he shall report this informa- 
tion to the Attorney-General, who shall thereupon commence an^ 
action in the proper court to enjoin the association from transacting 
any business in this State, and to oust it from its right to do busi- 
ness therein. Provided that, if the association is in an unsound 
condition, such revocation of license, or reference to the Attorney 
General shall be suspended for ninety days, and if within such time 
the association is in a sound condition, its authority shall be con- 
tnued, and provided that, in case the association has misused its au- 
thority, yet, if the Commissioner is satisfied such misuse has been 
discontinued and will not be repeated, he may continue its au- 
thority. 

SE3CTI0N NO. 12 — ^A fraternal beneficiary association, incor- 
porated in this State and now duly licensed and transacting business 
in this State, may amend its Articles of Association so aa to com- 
ply with the foregoing provisions of this Act applicable to domestic 
assocations, providing that such amendment be made upon due no- 
tice to the members of such association, and by a majority vote of 
the supreme or governing body of such association at a regular an- 
nual meeting thereof; and upon complying with said provisions of 
this Act, such associations shaJl therafter be governed by the pro- 
visions of this Act regulating associations originaJly organized there- 
under. 

SECTION NO. 13 — No fraternal beneficiary association shall be 
hereafter organized or incorporated under any former act of this 
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legislature. The act of (name any act to which it is de- 
sired to make specific reference), and all laws inconsistent herewith 
are hereby repealed, provided, that such repeal shall not affect fra- 
ternal beneficiary associations now duly organized and which are 
licensed and have the legal right to transact business in this State, 
and such associations shall be governed by the laws heretofore in 
force regulating them, provided, however, that nothing in this Act 
shall affect or apply to such associations, except Section No. 7 
hereof, and licenses of such associations complying with such laws 
as heretofore in force, and with the provisions of Section No. 7 of 
this Act, shall be renewed annually on the first day of April by the 
Commissioner of Insurance. A. I. Voeys, 

Chairman Committee on Fraternal Insurance, 
Columbus, C, Sept 24, 1902. 

Mr. Vorys: I repeat my request, Mr. Chairman, that this 
report be received by the Convention, ordered placed upon 
our records, and that the subject matter thereof be referred to 
the Committee on Fraternal Insurance, with instructions to 
report a Uniform Code to the next Convention. 

The President : You have heard the report of the Commit- 
tee on Fraternal Insurance, and the request that it be referred 
to that Committee with instructions to report a Uniform Code 
to the next Convention. If there is no objection the report will 
be received, made part of the record, and referred to the Com- 
mittee on Fraternal Insurance. 

Mr. Fletcher, Maine: I move that so much of your excel- 
lent address as relates to fraternal insurance be referred to 
the Committee on Fraternal Insurance. (Seconded). 

The President : You have heard the suggestion of the mem- 
ber from Maine. If there is no objection, it will be so re- 
ferred. 

Mr. Cutting : I desire to offer the following motion : 

"That the address of the Chairman of the Committee on Reserves 
Other Than Life be referred to that Committee and that said Com- 
mittee be instructed to report to this body at its next annual meeting 
some rule or method for computing the reserve that should be car- 
ried by liability companies on account of claims incurred but not 
adjusted." 

Seconded by Mr. Dearth. 
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There being no objection, the President declared motion 
adopted and address so referred. 

Upon suggestion of Mr. Folk, the roll call of States on the 
list of ** wild-cat" companies reported by the Committee on 
Unauthorized Insurance was deferred until Thursday morn- 
ing. 

Mr. Folk : I move that the Secretary be instructed to for- 
ward to the Postmaster General a copy of the Memorial re- 
ported by the Committee on Unauthorized Insurance, and 
that together with that memorial shall be transmitted a copy 
of the resolution adopted yesterday pertaining thereto; also, 
a list of the underground or unauthorized companies which 
shall be approved by this Convention. 

The President : Will you embody in that motion a request 
for an opinion as to whether these companies can be excluded 
from the use of the mails? 

Mr. Folk : The memorial asks for that, and for his further 
information I suggest this list be furnished. 

The President: You have heard the motion of the Com- 
missioner from Tennessee, and if there is no objection it will 
be adopted by consent. 

Mr. Cutting: How has this list of unauthorized insurance 
companies been left? 

The Chair: That will come up tomorrow morning. 

Mr. Cutting: I am very anxious to have Massachusetts' 
record clean. 

After announcement of executive session to be held imme- 
diately following the present one, meeting adjournd until ten 
o'clock Thursday morning. 
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THIED DAY. 

FIRST SESSION. 

Meeting called to order by the President. 

Mr. Wilkinson asked to be relieved as chairman of the 
Committee on Place of Meeting and Officers for 1903, because 
of the fact that he expected to make every effort to secure the 
next Convention for Baltimore. He was so relieved and Mr. 
Marshall, of Delaware, appointed in his stead. 

Upon his own request, Mr. Vorys was also excused from 
this committee and Mr. Hardison of Massachusetts placed 
upon the committee. 

The President: 

Fellow Commissioners: The Columbus Conventian of Insurance 
Commissioners will figure historically in the annals of our Associ- 
ation. There has been more than a "seven days' journey" made 
towards what the Commissioners desire — Uniformity. The insuring 
public will have greater confidence in the seal of the State's author- 
ity because of the act of this Convention in thus advancing the work 
of uniformity. I am especially pleased that the Executive Commit- 
tee has seen fit to invite to our deliberations captains in life indem- 
nity who have reasoned with us on lines leading up to positive and 
beneficial results. 

Mr. Alexander, we cannot welcome you as a comrade by virtue 
of your having been a Commissioner of Insurance, but we extend to 
you as warm and sincere a welcome on the lines of good fellowship 
and clean personality. At the symposium last night, Senator Hanna 
had something to say about the men who do things. After all, this 
character of men are the Corliss enginery that moves the work for- 
ward to achieve results. We have had with us the beneficial ad- 
vice of just such men in the field of life indemnity. 

Mr. Alexander, I know that I extend the wish of each member 
of this Convention in the realization of that trite sentiment — "May 
you live long and prosper!" 
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Fellow Ck>inmissioiiers, you will now have, as the concluding part 
of the program, an address upon "The Ideal Company," by Hon. 
J. W. Alexander, President of the Equitable Life Assurance Society 
of New York. 

Fellow CJommissioners, I introduce to you, Mr. Alexander. (Ap- 
plause). 

Mr. Alexander: 

Mr. President, Ladies, and Gentlemen: Let me first thank you 
from the bottom of my heart for the kind words with which I have 
been introduced, and assure you that I reciprocate the sentiment ex- 
pressed, and that I have accepted this invitation with great pleasure. 

Mr, Alexander addressed the Convention as follows: 

Mr. President and Gentlemen: I have accepted your invitation 
to be present at the Convention of Insurance Superintendents with 
genuine pleasure, both because I consider it an honor, and be- 
cause I am convinced that it will be profitable for those directing 
the affairs of the life assurance institutions and those clothed with 
the responsibility of supervising those institutions, to unite in 
the maintenance of sound principles and the encouragement of 
wholesome practice. 

If we are all sincere and earnest — ^superintendents and officers 
— our aims will be precisely the same. 

Mistakes have occasionally been made by those in both cate- 
gories — some superintendents regarding all companies as under 
suspicion; some officers regarding all superintendents as hostile. 

The truth is that there is nothing more obnoxious to the right- 
minded officers of companies — ^and they are overwhelmingly in 
the majority — than the practices of the evil-minded small frac- 
tion of their craft. And there is nothing more obnoxious to the 
upright superintendents, who are the overwhelming majority of 
their class, than the course of the superintendent who uses his 
office unfairly. The controlling element in both classes — ^the su- 
perintendents and officers — are necessarily in accord in holding 
that the purest and most scientific administration is the desideratum 
to be attained. 

And let me here pay the tribute of my admiration and respect 
lor much that the Convention of Superintendents has already 
accomplished. 
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They liave elevated the office and eliminated from its exercise 
much that was useless, and some things that were mischevious. 

They have classified the methods of supervision and made 
them very nearly uniform, thus adding greatly to the convenience 
of making reports. 

They have aided one another, and by union gathered strength. 

They have exercised the demon of venality in office, and 
made it difficult for one so disposed to abuse his great power by 
employing it for improper ends. 

They have made wise methods of supervision universal through- 
out the States, and have emphasized the essential, and cast aside 
the non-essential. 

In short, they have, by association, vastly increased the uses 
of supervision and diminished the abuses. 

It is not to be expected that differences of opinion will not 
exist among superintendents as to what methods are best. Dif- 
ferences exist among the companies; and tl;ie highest-minded men 
among life assurance managers are not always agreed as to what 
is the best course under given circumstances. Fortunately, these 
differences do not often exist as to matters of the most vital im- 
portance. The questions on which the companies debate can 
usually be dicided either way without disastrous results. In the 
same way, differences among superintendents do not generally 
occur upon vital questions. I know no superintendents or offi- 
cers who do not believe in maintaining an adequate reserve, al- 
though they may differ as to the exact rate of interest to be as- 
sumed in computing it. I know of no superintendents or officers 
who prefer a large expense rate, although they may naturally 
differ as to the best ways of reducing expenses. I know of no 
superintendents or officers who advocate the adoption of a form 
of annual report which will not reveal the truth, but differences 
of opinion may, and do, exist as to what the truth is — as, for 
example, in the matter of reporting business exclusively that is 
actually paid for at the head office on December 31; or, on the 
other hand, reporting all business issued, including that portion 
which is in process of delivery and collection on December 31. 
In these and many other particulars, honest differences of opinion 
may exist, but it is to the everlasting credit and praise of the 
whole body of superintendents that they have so subordinated 
their private preferences, and have so successfully moulded their 
various views into one general scheme of practice, that there is 
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now a substantial uniformity of action which is a tremendous re- 
lief to the business from the inconsistent and disjointed methods 
in operation, in former days, among the departments of different 
States acting at cross purposes. 

And I am led to observe at this point that the skill, con- 
scientiousness, forbearance and uprightness of the superinten- 
dents — ^taking them as a whole — have been marvelous when it is 
remembered with what arbitrary power they are clothed. There 
have been some regretable exceptions in the past. But these 
have only served to emphasize the ruling habit. And none have 
been more eager to purge the body of superintendents of what 
tended to lower its standard than the superintendents themselves, 
and, so far as I know, there is no rotten spot among them today. 

It may be worth while for the superintendents, as a clan, as 
a means of preserving the purity of their body, to procure amend- 
ments to the laws providing for an appeal to the Supreme Court 
of the various States, from decisions of superintendents affecting 
the vital interests of companies and policy-holders, and in cases 
where gross wrong is threatened. I do not advocate this, and I 
throw it out merely as a fair matter for investigation. I believe 
that wrongs have been done by the arbitrary decisions of super- 
intendents who are not in ofllce today. On the other hand, I 
believe that the almost absolute powers conferred on superin- 
tendents by the prevailing laws have engendered a spirit of con- 
servatism, resulting in the judicial temper which has in general 
characterized the administration of the State officials. 

Now that you have done me the honor of inviting me to 
speak to you, and as I have explained that according to my belief 
you and I should have the same great ends in view, may I men- 
tion a few of what appear to me important problems for us to 
study and solve? 

There are many questions that have been greatly discussed 
which are not of the first importance, although perfectly proper 
to be definitely settled. One is the question as to whether paid 
business alone should be reported. That is not a matter of the 
first magnitude. In my own judgment it is not consistent with 
accuracy to eliminate from the companies' reports the great vol- 
ume of new business usually transacted towards the close of the 
year and in process of collection, especially as a few questions 
would disclose how much was reported at the head office as paid 
and how much was being collected. The true course, in my judg 
ment, is to allow sufficient time to hear from every part of the 
world, say six months, and then to reject all business unpaid for. 
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But the effect of either course on the interests of the policy-holders 
cannot be injurious. And until this businees-like course can 
legally be adopted I wish most devoutly that the Commissioners 
could see their way clear to adhere to the method of statement 
which has obtained for forty years or more, and could preserve 
a uniformity in reports — not only as between the companies but 
as between the past and the present — ^which the employment of 
one plan by some commissioners and of the other by others would 
destroy. 

I might multiply examples, but we need not dwell on non- 
essentials; a single illustration will suffice. 

Perhaps the most logical way of arriving at what are the 
important elements in the conduct of this most useful and most 
sacred business is to portray the ideal company; to see how nearly 
we approach it in practice; to note the difficulties and obstacles 
which prevent the attainment of perfection; and to ask ourselves 
how these difficulties are to be overcome, these obstacles to be 
surmounted. 

And, before attempting this description, let me say that in 
my judgment there is no business in the world, commercial, fin- 
ancial or beneficient, which at all approaches that of life assur- 
ance in skillful conduct and the maintenance in practice of sound 
principles. And this may be ascribed in some measure to the pub- 
licity given to all details of management. If the same publicity 
were given to the details of management of other forms of cor- 
poration, there would be far less opportunity to find fault. When 
it is remembered that the administration of one of our large life 
assurance companies is dissected, and the detailed results publicly 
proclaimed by some fifty State Insurance Departments, each watch- 
ing to expose any irregularity, and by the official supervisors 
of every foreign government within whose domains the company 
is permitted to transact business, including in some instances 
Great Britain, Canada, Australia, France, Germany, Russia, Spain, 
Italy, the South American States, Mexico and others; each hav- 
ing its own searching methods, each submitting the results of its 
examination to the scrutiny of an interested and critical public, 
among whom are experienced mathematicians and statisticians, 
as well as industrious seekers for some weak spot for attack; when 
all this is borne in mind it is not difficult to accept the truth of 
what I say — ^that an enterprise which can run the gauntlet of 
such an annual inquisition, and come out unscathed, is entitled 
to confidence and respect as no other enterprise can be. 
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So that in picturing the ideal company and endeavoring to 
show in what particulars we fall short of perfection, I am not to 
be considered as disparaging the conduct of the better class of 
companies, but rather aspiring to eliminate the little alloy which 
still remains in a nugget of fine gold. 

In proceeding with this discussion, while I must of necessity 
occasionally refer to the company over which I have the honor 
to preside, I wish to disclaim all intention of being invidious or 
of overlooking the worth which characterizes the conduct of other 
companies; and I frankly concede that it is not impossible that in 
circumstances where we differ in method they may be right and 
we may be wrong. Acting as we do upon our own convictions — 
convictions formed after many years of experience — ^we naturally 
aim to attain the particular results which those convictions make 
us regard as most desirable, and we are ready to submit our views 
and declare our intentions to the discriminating body of experta 
which I now have the privilege of addressing, as well as to that 
larger and less instructed jury, the public. 

What, then, is the ideal life assurance company? It is, first 
of all, one whose ofiicers and directors are high-minded, honor- 
able, experienced and skillful men, who have no aims in the busi- 
ness other than to subserve the interests of the policy-holders. 

Nothing, in my opinion, is so important as character in the 
management. As President Roosevelt succinctly expressed it in 
a recent address: "It is character that counts." I do not mean 
mere honesty in the handling of money. That is a very inadequate 
criterion of character. The officer who would, for the sake of 
outstripping a competitor in business, pursue a course which he 
knows to be prejudicial to the interests of the policy-holders, has 
not the kind of character to which I refer. The officer who would 
abuse the power he holds for selfish purposes at the expense of 
the policy-holders has not the kind of character to which I refer. 
The officer who allows himself to be guided in his measures by 
the desire to injure his competitor rather than to benefit his own 
company has not the kind of character to which I refer. The officer 
who would deliberately take dangerous chances in order to make 
his wares cheaper or more popular, has not the kind of character 
to which I refer. The officer who would knowingly adopt decep- 
tive measures, or encourage his agents to do so, has not the kind 
of character to which I refer. These illustrations might be mul- 
tiplied. Those given are sufficient to make clear what I mean. If 
the management of every company were on this high plane, how 
specific difficulties would melt away, and how easy would be the 
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task of squaring the practice of our business with the principles 
which ought to govern it 

There are cynics who affect to laugh at every expression of 
desire to maintain a lofty standard of ethics in administration. 
I am not frightened by them. It is sufficient for me to know that 
it is honorable to have high aims, and profoundly to desire to 
attain them. Every one in the company over which I preside, from 
the highest officer to the humblest clerk or most inconspicuous 
agent, knows that he will be commended for living up to the strict- 
est principles of our business; and that questionable methods will 
meet with no encouragement. That the same is the case in many 
other institutions is not to be doubted. 

This subject of character — I might call it the character of a 
gentleman — I consider one of the most indispensable attributes 
of one directing the affairs of an institution like ours — perhaps 
the most sacred of all secular undertakings. I am proud to think 
that it can be found inspiring the actions of a large number of 
the responsible heads and their lieutenants in our business. Ac- 
tions not consistent with this high view of the proprieties are 
nevertheless sometimes to be detected, and although it is not the 
province of the Insurance Superintendents to regulate the manners 
and ethics of company administration, I take this opportunity 
to call attention to the matter as worthy of the consideration of 
all, with the hope that countenance may not be given by honor- 
able men, whether officers, directors or superintendents, to prac- 
tices unworthy of our dignified calling. In addition to the more 
conspicuous errors falling within the category to which I refer 
are such petty indecencies as supporting and circulating newspapers, 
printing scurrilous abuse and disingenous attacks on rival com- 
panies; the publication of misleading comparisons; the misrepre- 
sentation of other companies, and analogous meanesses unnecessary 
to detail. Unfortunately, such things are done, and in my opinion 
their affect is to lower the tone of our calling, and to injure 
the perpetrators more than those against whom they are aimed. 

There is room for all the companies in honorable and dignified 
competition, and it is for the interest of all to hold the standard 
of conduct high. The field of competition is more free from ob- 
jectionable practices than ever before, and the combined influence 
of departments and that large majority of managers who agree 
with me, is competent to purge the business of them altogether. 

The next element in the ideal company is that it should be 
conducted on the cash plan. The old note system, which was 
found to be so objectionable, has practically disappeared, but it 
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is at least a fair subject for debate whether the prevailing practice 
of loaning on policies is for the highest interests of the policy- 
holders. Every man who assures his life and then creates a mort- 
gage on his policy by borrowing on it, defeats to that extent the 
object of his assurance, and deprives his family of just that much 
of the protection originally contemplated. 

And just here, let me pause again to disabuse your minds of 
any possible shadow of misapprehension. In speaking of the ideal 
company I am not describing the company I represent. That 
company makes policy loans and does other things (where ques- 
tions of principle, are not involved) which are rendered expedient 
by competition or public demand, but which the ideal company 
might avoid. Nor, on the other hand, have I singled out any 
competing organization to contrast with the ideal company. My 
sole purpose is to deal with prevailing conditions, without re- 
gard to their origin or what company or companies are respon- 
sible for them. 

The ideal company will exist in honorable rivalry with other 
ideal companies in such a way that it will not be forced to do 
many things which the best of them do now, but which might be 
wholesomely avoided if the present artificial public demand, cre- 
ated by the insistence of agents and the complacency of their 
principals, did not make it practically impossible for any company 
alone to refuse to meet that demand. I refer, with deference to the 
opinion of others, to such matters, among others, as loans on poli- 
cies, excessive early cash surrender values, extended assurance and 
ordinary rates of premium in localities of less than normal salubrity, 
and for extra hazardous risks. 

The ideal company should conduct the business for the ex- 
clusive benefit of the policy-holders; in other words, on the mutual 
plan. It matters not whether the company is organized with or 
without stock capital. This is a mere question of control or 
statutory requirements. 

The fact is that I know of no form of corporate government 
so well secured against improper use of power as that of the life 
insurance companies. The abuses common among the industrial, 
transportation and other commercial combinations are not only 
practically impossible among life assurance companies, but the 
opportunity for personal aggrandizement, which lies at the root 
of those evils, does not exist among us. 

The well-known proverb that "corporations have no souls** 
needs to be modified so as to admit that corporations have char- 
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acter. This character, whether good, bad or indifferent, is the 
aggregate or composite character of the individuals composing 
the board of directors and responsible executive oflScers, together 
with the traditions and usages of the company. If these are on a 
high level they will be perpetuated by those who gradually take 
the places of those dropping out. If on a low level, the charao- 
tristics will be handed down in the same way. After all, confi- 
dence must be the reliance more than artificial regulation. The 
credit of great banking houses depends on confidence, and this 
confidence is engendered and kept alive by the acknowledged 
strength and capacity of the house and its members. No laws and 
no restrictions will make an evil-minded management pure; and 
a virtuous management will continue in the path of rectitude 
without exterior restraint. Nevertheless, the supervision of wise 
departments is a wholesome menace to would-be wrongdoers, and 
a beneficial reminder to all to hold fast to the soundest principles 
of management. 

The chief reason why I give the preference to the mutual over 
what is known as the stock-rate plan, is that in the latter it is obvi- 
ously necessary to make the rates of premium lower. No one would 
assure on that plan were it not for that present and temporary ad- 
vantage; but it seems to me that perhaps the most important thing 
of all is to make sure of permanence by charging more than will prob- 
ably prove in the end to have been necessary, the overcharge to be 
returned eventually as dividends. The business, on the low rate^ 
must be done with such small margins for errors, unskillful manage- 
ment, neglect, and variation in interest, death losses, etc., that a 
risk to the policyholder is introduced to which he should not be 
subjected. The difference in the amount of payments, as between 
the mutual and the stock plan, is as nothing compared with the su- 
perior guarantee of safety and permanence furnished on the mutual 
basis. Happily there are well-managed companies on the cheap- 
premium plan, and their managers are entitled to great credit for 
escaping the dangers that beset that plan; but in the ideal assurance 
company there should exist no such peril. It is unnecessary to 
dwell upon the assessment plan, for the public are learning by a se- 
ries of deplorable disasters how unscientific and untrustworthy is 
any form of life assurance which is not based on ample reserve. It 
is a pity that our legislatures have, through unfamiliarity with the 
principles of the business, countenanced and even fostered this dan- 
gerous imitation of assurance, which all skilled experts know to be 
utterly delusive. 

In the ideal company the premiums and the reinsurance reserve 
should be computed on the most conservative tables of mortality 
and rate of interest 



Digitized by 



Google 



PROCEEDINGS 127 

As to the mortality tables, it is not likely that much difference 
of opinion will exist among the companies or the insurance de- 
partments. And while a general agreement is to be expected as to 
the normal rate of mortality in salubrious regions, the ideal com- 
pany will be most careful to charge adequate extra rates in nonsalu- 
brious regions, as well as for risks beyond the ordinary category — 
for example, the war risk. 

As to the rate of interest to be assumed in calculating reserves 
on current business and computing premium rates, three per cent 
should be the maximum. Most of the companies have adopted this 
rate, but not all. It is true that four per cent is now being obtained 
by many, but it is not safe to assume that this will be possible in the 
long run on the best class of investments; and there should be no 
temptation, in the ideal company, to invest in any but securities of 
prime quality. I commend to the attention of the departments a 
little book published by the Equitable Society in 1899, containing 
the replies of some of the leading financiers to an enquiry addressed 
to them as to what, in their opinion, was the highest rate of interest 
which it was prudent for a life assurance company to assume as 
beyond all question obtainable on the highest class of Investments 
during the next fifty years. There was an almost unanimous re- 
sponse to the effect that three per cent should be the limit. It is to 
be hoped, in this connection, that the laws of the various States will 
ultimately be so modified as to make three per cent the uniform 
rate permitted in calculations on current business. As to the out- 
standing business which has been transacted on the four per cent 
basis, it would not be wise to enforce a sudden change of basis to 
three per cent. The change will be gradually accomplished if all 
new business is done on the three per cent standard; and the ter- 
mination of old four per cent business by deaths, lapses and sur- 
renders, coupled with the infusion of all new business on the three 
per cent basis, will effect by natural means, without violence, what, 
if attempted by any abrupt measures, would entail inconvenience 
and damage altogether injurious and unwise. The maintenance 
of a large surplus over and above the legal reserves will, in the 
meanwhile, and until all the policies are brought under the three 
per cent rule, prove an adequate protection. 

The ideal company should have as low an expense rate as is 
compatible with a broad and liberal conduct of the business. And 
this opens up a wide question. Life assurance is essentially a ben- 
eficent institution. Transacted on the mutual plan, it is conducted 
for the benefit of none but the policyholders. Within reasonable 
limits a largely extended business is to be desired. A large business, 
with a large office force and many agencies, entails a certain amount 
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of expenditure. But this expenditure, prudently restricted, is amply 
offset by the advantages obtained for the policyholders. In the ideal 
company, however, every effort would have to be made to confine 
the expenses to a minimum rate. How to do this is taxing the skill, 
experience and wisdom of the managers to the utmost. Obviously, 
one of the most important ingredients of a life assurance company's 
expenses is the compensation paid to agents for obtaining the busi- 
ness. Every one knows that if there were no agents there would be 
little business. It is desirable to extend the benefits of the institution 
to as many people in the world as possible (and who can question 
it?) agents must be employed to do it. How to be fair to these 
agents and at the same time just to the policy-holders is indeed a 
grave problem in the ideal life assurance company. Different com- 
panies have different methods, and each naturally stands for the 
superiority of its own. I may be pardoned for holding the opinion 
that the method adopted by the Equitable Society, on January 1, 1900, 
is best adapted to harmonizing the interests of the agent with those 
of the policy-holder. It has been found that the payment of what is 
known as a flat brokerage on the first premium, with no commission 
whatever on the renewals, has a tendency to attract business "which 
does not persist, and companies pursuing that plan have been driven 
to invent other devices to compensate for the weaknesses of the 
plan, which devices in general entail fresh expense. By the plan 
which we have adopted, a commission much smaller than the or- 
dinary flat brokerage is paid on the first premium, and instead of a 
uniform small renewal commission, a graded renewal commission is 
granted, which makes it for the interest of the agent to work not 
only to secure the business in the first instance, but to keep it on 
the books of the company. In other words, we have applied to life 
assurance the same principles that must govern in connection with 
any other business conducted on successful lines. 

Careful calculations have been made proving that the company 
will be better off on this plan after a series of years than under 
plans involving higher payments on the first year's premiums. The 
efiiciency of the plan in keeping business on the books has already 
been proved. It effects greater permanency on the part of agents 
and attracts a class who are not in the business for the mere tempo- 
rary loaves and fishes. By attracting agents of a higher grade, a di- 
rect advantage is obtained in the character of the business secured, 
for it is obvious that men enlisting for life, as it were, and inter- 
ested in building up a reputation, even on the low basis of its value 
as a stock in trade, will influence a better class of business than the 
guerillas who pass from one company to another, and to whom the 
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only attraction in tlie business is the money they can extract from 
the company cash down, regardless of any interest but their own 
pocket-books for the time being. 

This method of compensation has also proved to be the moet 
effective measures against rebating, which in our ranks has been mato 
rially overcome, and in the stamping out of which we feel we are 
making substantial progress, after the failure both of laws and of 
treaties to accomplish anything whatsoever. This effort has been 
greatly fortified by a rule, ruhtlessly enforced, that no agent or man- 
ager shall pay a single flat brokerage to a subordinate exceeding a 
stated, uniform, moderate rate — a rate which leaves no temptation 
to divide with the policy-holder. This rule has been so strenuously 
insisted upon that some agents have been dismissed for its violation 
while others have been subjected to heavy pecuniary penalties. This 
is well known among their fellows, and operates as a wholesome 
preventive. 

Coupled with the change in method of compensating agents, we 
have put the stamp of disapproval upon the system of bonuses offered 
to agents for the transaction of given amounts of insurance during 
stated periods. This practice, which had crept into the management 
of the business, like the high brokerage usage, was found to make 
rebating easier, and to stimulate the introduction of non-persistent 
and even "straw" business. The ideal company will not tolerate the 
bonus system. 

The ideal company will regard the character of its agents as of 
the very highest importance for its welfare. The bearing of this 
consideration on the mortality rates, the good name of the company, 
and the good faith of the management, is hardly second to any as an 
dement of integral perfection. It was the conviction of the truth of 
this proposition which in a considerable degree led the company I 
represent to adopt the methods of dealing with agents just referred 
to. Men who come to stay, and who will have to meet their custom- 
ers in the future, will be less likely to be tempted into extravagant 
statements or misleading representations than Tom, Dick and Harry 
who are here today and there tomorrow. There is no influence mors 
potent for the upbuilding of the businss than the character of the 
men who produce it. They are, under the best influences — let us 
say in the ideal company — a noble, industrious, useful body of men. 
For such I have the highest respect. They already predominate in 
the best companies, but their cloth is sullied by the presence in the 
business of that class who only degrade it and for whom I have the 
utmost contempt. Any measure which will raise the standard of 
character among the agents is to be commended. 

—9 ; 
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The idea: company must be exceedingly careful in regard to the 
physical soundness of the risks taken. It is not necessary to en- 
large on this subject, but it is a cardinal fault in a company if a due 
amount of caution and regard for the lessons of experience is not 
uniformly observed. When one remembers how vastly more opera- 
tive for the saving of money to policyholders is a reduced mortality 
rate than a reduced expense rate, the importance of this element of 
prosperity becomes apparent. A half million dollars in the death 
claims for one year in one of the largest companies may be saved by 
the application of wisely directed attention, with far greater ease 
than one hundred thousand dollars can be saved in expenses. Of 
course, acute insight, firmness, experience and diligence must be con- 
tributed in making such an effort, but in the ideal company it is ex- 
pected that these attributes will not be wanting. Even with supreme 
intelligence and indomitable industry the best company may fall 
short of excellence in this particular, for there is a limit to the ca- 
pacity of mortal men, specially when dealing with the causes of 
death, which are so intricate and complicated. But, at all events, it 
is inexcusable in the ideal company that any of the known precau- 
tons should be omitted or relaxed. This side of the management of 
a life assurance company is of the first importance, and it is to 
be hoped that the combined experience of the various companies 
now being collected by the actuaries will throw light on many as- 
pects of the mortality question, and lead to advance steps in the 
direction of a minimum death rate in the most carefully managed 
comapnies. 

The utility of a large surplus seems to me so unquestionable that 
I cannot imagine the ideal company without one. Why there should 
exist in our business a different criterion of strength, permanence 
and prosperity than in other forms of business and among business 
men seeking credit, I am at a loss to understand. So far as the 
company is concerned with which I am connected, it has been a car- 
dinal principle from the very start that all the brains, all the expe- 
rience, all the skill, all the industry obtainable should be ai>plied to 
the making of surplus, and to the husbanding of it as long as possi- 
ble as a protection and defense against human error, neglect, in- 
competence and the adverse operation of causes beyond control. The 
introduction of the deferred dividend method has made such an acea- 
mulation of surplus absolutely consistent with the pecuniary inter- 
ests of policyholders, for while operating to roll up a large surplus, 
which constitutes a bulwark of defense, ultimately efich policy-holder 
receives his appropriate share of the same to the very last cent. 
Those who seek to convert this surplus into a toed liability in anr 
other sense that every ^oHar possessed by a mntu£Ll company (wbelli- 
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er governed by stock or the votes of policyholders) is a liability, un- 
wittingly aim to deprive it of its greatest use, a use which absolutely 
overshadows any temporary gratification of an uninstructed desire 
on the part, of a policyholder to receive premature divisions of profit, 
or to have his contingent share diverted from the form of elastic 
protection into rigid liability. That use is absolute certainty of 
absolute security throughout all time. 

It is no answer to this contention, either, that good companies 
have not found it necessary to make inroads on their surplus to pro- 
tect the policyholders, or that designing companies may misuse the 
surplus which they are bound by every principle of honor and rec- 
titude to watch and hold inviolate. 

The abuse of what is right does not make right wrong. 

I have seen companies wound up as technically insolvent which 
might have been saved, and thousands of policyholders have thus 
suffered the loss inevitable under such circumstances, whereas an 
adequate surplus would have protected them. 

To take an extreme case, a company transacting its entire busi- 
ness on the plan of accumulating profits and apportioning the same 
only at the end of stated periods, would, if compelled to treat these 
accumulations as a fixed liability, never have any surplus at all in 
the technical sense, and would be liable to be wound up as insolvent 
on the decline in value of any of its investments. This is the 
reductio ad absurdum. To set aside a part as a liability and retain 
a part as surplus is indefensible on its face, for who shall say where 
the line shall be drawn? Such a course is just as much open to ob- 
jection — to what I am constrained to regard as the mistaken ob- 
jection which has been urged against the view I take by some who 
have not grasped the subject in its e^^tirety — as the fallacy of treat- 
ing the entire surplus as a fixed liability. 

If it is desirable to supervise the manner and method by which 
such a surplus is held and divided, some less dangerous way should 
b devised. But the ideal company will give the same conscientious 
care to that surplus fund that is given to the legal reinsur;^ce re- 
serve, and will be able at all times to demonstrate that such is the 
fact I fear that misguided persons have sometimes endeavored to 
create an impression thmt there was something mysterious about sur- 
plus, h^d to protect and pay dividends on deferred dividend policies, 
and tiiMt H is maintained for some ulterior purpose inconsistent with 
fttralght-forward procedure. I know of no company of good repute 
vegEFding -whieh any soeh tenuettdoes wtMild be jui^fied. I may 
9ty «ff mif arnrn oosapaiiy that bo trust fsnd icould be handled with a 
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more genuine regard for the rights and best Interests of the policy- 
holders than the surplus fund composed of the accumulated profits of 
those classes of policyholders who have elected to have their divi- 
dends deferred. 

Convinced, then, that the building up of surplus is one of the 
cardinal points in management, I am bound to jirge that many of 
the modern innovations, intended to attract the innocent and un- 
thinking and to make the task of the agent easier, but which are 
drying up the source of surplus, would not be for the best interests 
of the policyholders in the ideal company. 

Among these is the practice of making it a right by contract 
for the policyholder to surrender his policy prematurely and receive 
the whole reserve in cash. I regard this as an error. It has come 
about through competition, and through what I believe to have been 
a mistaken insistence on the part of certain benevolent theorists. It 
is not one of those evils which is fatal. This is fortunate. Our com- 
panies can exist in spite of it. It is not, therefore, a moral question. 
But with interest on investments declining, with a probable increase 
in the mortality rate (for the influence of modem science in the di- 
rection of prolonging life seems to be more than offset by the un- 
favorable influence of modem modes of life), with an increase in the 
expense rate over former times, due to causes which I will not stop 
now to discuss, and which are beyond the power of any one company 
singly to control, and with the proflt (to use a term which is conven- 
ient, but not accurate,) formerly derived from surrender and lapsed 
policies practically extinguished, it is easy to see that the dividends, 
which once were so popular and which went to reduce the cost of as- 
surance so materially to the policyholder, must decline in the future, 
unless the leading companies agree to become ideal companies and 
restore the surplus-making conditions. Furthermore, it is not for 
the beneflt of families that the policy-holder should find it easy to 
abandon his assurance. Again, the excellence of the mass of risks 
is without doubt greatly diminished by the withdrawal of good lives, 
while those who know themselves to be impaired cling with desperar 
tion to their policies. Whether we shall be able to rectify this error 
w^ill depend upon whether concert of action in desirable directions 
can ever be secured, a question I will recur to later. 

In my opinion, the ideal company should have a large and 
widely extended business. This does not mean that the many 
«mall and well-managed companies are not entitled to respect and 
confidence. On the contrary, I believe that it is the duty of the 
large companies to be friendly and helpful to the small companies 
that are carefully and soundly managed. The point is whether 
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these same companies would not more thoroughly fulfill the ob- 
ject of their existence if they did a large and widely-extended 
business. What is the motive of doing any business whatever 
on the purely mutual, unselfish, beneficent plan? I can see no 
legitimate motive possible but to benefit the people. If, then, 
it is well to do this thing to benefit the people, it is well to do 
as much of it as is possible within the limits of doing it well and 
with the best results for the beneficiaries. The larger the business, 
transacted under proper conditions, the greater opportunity there 
is to secure the best talent. Mediocre business commands mediocre 
talent; and capacity is of great moment in this business. The 
more widely the business is extended the greater opportunity is 
secured for the offset of advantages against disadvantages. When 
a business is done on a large scale in many parts of the world, 
questions which would otherwise be grave sink into insignificance. 
If there is an excessive mortality in New York, there may be at 
the same time a favorable mortality in Paris or London. If there 
is epidemic disease in New Orleans, it is the law of average that 
a corresponding condition of salubrity will exist in some other 
region. And it is by combining the experience in a vast business 
in widely separated regions, under different conditions, that the 
best average results are to be obtained, and consequently the great- 
est degree of safety. Wider reputation also is secured by the 
establishment of a company's credit all over the world, and one 
infiuenoe reacts on another, so that it becomes easier to obtain 
business on normal terms. A large business makes it possible to 
multiply facilities at the lowest cost, pro rata, and works for econ- 
omy. It necessarily employs a greater number of men, and thus 
furnishes a school from which the most efficient talent may ulti- 
mately be selected for the higher interests of the institution. A 
business on a large scale makes the company a center for the con- 
verging of the most desirable investments, as well as a distribut- 
ing center useful in the most emphatic way for borrowers who can 
furnish recognized security. Indeed, there is no instrumentality 
for the wise distribution of wealth among the masses, in various 
ways, which approaches the life assurance business with its great 
accumulations which are required to be held, and which until 
needed, are constantly being loaned to the public or invested in 
enterprises which operate for the public benefit. If it were feas- 
ible to compel every man to assure his life (which, of course, 
it is not), it would be almost a complete method of adapting 
the wealth of the world to the greatest needs of the greatest num- 
ber. 

The ideal company will be willing to co-operate with its neigh' 
bors engaged in the same business in regulating the conditions of 
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competition, in order that the evils of rivalry may be annihilated. 
It may be Utopian to aim for such a state of things, and the 
millenium may be the earliest time at which the consummation 
of such a hope may ever be attained. But there never can be 
harm in trying to get as near pea*fection as possible, and the 
discussion of virtue, after all, may help to its practice. Just con- 
sider, for a moment, what might be the result if all the companies, 
or the few that are most influential, were to be ideal companies 
in this particular. They might agree in the first place that the 
amount of new business to be annually transacted by each is not 
a subject of paramount importance. The object of this would not 
be to curtail the amount of assurance written, because, as has 
been said before, the more of it done, under proper conditions, 
the more original motive for doing business at all is put into 
practice, but it would remove the temptation, which some have 
not always resisted, to capture the business without counting its 
cost. The ideal company, of course, could never become a monop- 
oly. Healthy competition would be assential to its well-being. 
The object would be to eliminate from the management of each 
company the desire to surpass every rival in the amount of new 
business annually transacted. Up to a certain stage this desire 
for supremacy constitutes a wholesome spur, under the influence 
of which praiseworthy ends are secured. But the time may come, 
and circumstances may exist, in which such a desire for suprem- 
acy may influence (perhaps unconsciously) the management to 
sacrifice something substantial to obtain the plume of popularity 
as measured by the bulk of business. Bulk of business is something 
altogether proper to be sought for, but bulk of business without 
loss of a single ingredient of safety, economy, or completeness' 
in scientific administration. Such a limit would naturally have 
to be adjusted so as to apply to the largest companies, and at 
first sight would seem not to affect the smaller companies. It 
would do so, however, most decidedly, for the results of such 
a measure would be the elimination of many of the difficulties 
standing in the way of the smaller companies, which might in 
some cases become larger companies through this very instru- 
mentality. 

If practical consideration should be given to this question in 
the future, it should, in my opinion, be voluntarily on the part 
of the companies. There is always danger in the interference of 
the legislature in the conduct of a delicate, scientific business like 
ours. The least possible legislation, compatible with protection, 
is the true desideratum. Legislators with the best intentions, and 
most laudable desire to do right, are liable to make fatal misr- 
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takes when dealing with the problems which interest us, in which 
experience, skill and mathematics are so essential to the balanc- 
ing of influences. A question presented separately to the un- 
instructed mind may seem to admit of one obvious solution, which 
on being placed in Juxtaposition with other questions, and under 
the light thrown upon it by experts, will be found to require a 
totally difterent answer. There is now legislation on. the statute 
books of some States which has been placed there perhaps through 
the desire to render impossible the recurrence of some supposed 
wrong, but which operates to do a greater wrong to a greater num- 
ber in ways not perceived by its authors. 

But let us suppose that the ambition to be the largest, rather 
than the strongest or the best, is in some way removed. Any one 
can see that all that class of expense, all that class of expensive 
liberality in what are called "privileges," all that lack of firmness 
in excluding doubtful risks and in avoiding unhealthy regions 
and extra hazardous occupations, all that backbiting and under- 
mining of rivals, and all those other tendencies which are kept 
alive in imperfect human nature by a desire to be first, would be 
at once swept away, or at all events would be regulated solely 
according to their infiuence for permanent strength and security, 
as contrasted with temporary popularity. 

I think I have a right, and that in justice to my own com- 
pany, I ought to say that we long ago reached the conclusion that 
the bulk of our business should be a secondary consideration to 
that strength and security for all time; but that with all the 
vigor, industry and skill we could command we would try to do 
the largest business compatible with adherence to certain con- 
ditions established by us as essential to a prudent management. 
By a slight deviation from this course — not necessarily a dan- 
gerous one — we could do a much larger business. Any expert 
knows this to be the fact. I am not to be understood as sug- 
gesting the inference that others have not acted as we have. This 
is not an invidious statement that I am making. I am only claim- 
ing the credit that is due a company that I know all about, with- 
out any reference to companies that I necessarily know less about. 

The ideal company should be exempt from taxation. Perhaps 
it would be more appropriate to make this observation in regard 
to an ideal code of laws in the various States, but it is an 
incontrovertible fact that taxes make just as much an inroad upon 
the margins for expenses in the premiums charged by a life as- 
surance company as the ordinary, voluntary expenditures of the 
company. It is natural that State governments, in looking about 
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for convenient means to obtain revenue for State expenses, should 
seize upon whatever there is in sight; but it is a false economy. 
It might be well enough to tax those proprietary life assurance 
companies which are conducted solely for the benefit of stock- 
holders, but companies whose business is transacted on the mu- 
tual plan are public institutions of the highest character; are a 
substantial and effective agency for minimizing poverty and en- 
couraging thrift, and ought not to be subjected to the penalty of 
taxation. This evil is a growing one, and the examination of the 
reports of the various companies shows that the item of disburse- 
ments for taxation is increasing materially. It is well enough for 
State governments to expect that companies shall keep their ex- 
penses within the marginal loadings provided in their premiums 
for that purpose, but it is a hardship that they should at the 
very same time force the companies to make these Involuntary 
inroads upon those margins, which, under existing circumstances, 
are none too large. 

It is, of course, impossible within the reasonable limits of an 
address like this to do more than outline the principle features 
intended to be emphasized. The topics already referred to might 
be multiplied with benefit, and other topics might be included. 

But enough has been said to call attention to the most essential 
questions, and while, owing to differences of opinion and to lack 
of power to enforce universally the soundest views, no immediate 
action may be feasible, I hope that all interested in this great and 
useful enterprise may keep their attention fixed on the ideal which 
should be aimed at; and that by degrees, and as we all become 
more impressed with the wisdom of harmonious and united ac- 
tion, and the folly of making headway at the expense of others, 
we may approach more and more closely the condition of perfec- 
tion which it is altogether appropriate and praiseworthy that we 
should wish to attain. 

I hope that this discussion will not appear to you as visionary 
and unpractical. Neither you nor those, who like myself manage 
the business, can at once bring about ideal conditions by speeches 
or even by actions; but. I claim that it is the part of right- 
minded men engaged in this business to keep one another re- 
minded of the sacredness of it, and so far as in us lies, to lift it 
more and more to the level of nobilitj', which it deserves. 

Perhaps it is too much to expect that human beings engaged 
in any business should be unselfish. Virtue has not yet, perhaps, 
so made its home in our hearts that railroad corporations will 
sacrifice their own interests for those of competing roads; that 
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manufactories will refuse to accept profits coming from out-bidding 
their rivals; that commerce will exist without the struggle to 
climb to the top over the wrecks of the less successful; but if there 
is a domain where the evils of rivalry should be subordinated to 
the benefits which rivalry, fairly conditioned, undoubtedly affords, 
it is in this majestic institution of life assurance, which ought to 
be transacted for the sole benefit of families, and be free from all 
that is not dignified, high-minded and worthy. 

' Mr. Folk: I move that the thanks of this convention be 
extended to Mr. Alexander and to Mr. McCall for the very 
able, very entertaining and very instructive addresses which 
they have done ns the honor to make before this convention, 
and I further move that the addresses be incorporated in the 
minutes of this Convention. 

Seconded by Mr. Dearth. 

Motion was unanimously adopted by a rising vote. 

The Committee on Place of Meeting and Officers for 1903 
was permitted to retire for the purpose of formulating its re- 
port. 

The President announced that the National Civic Federa- 
tion has requested that this Convention would appoint a com- 
mittee on taxation to meet with like committees from the Bar 
Association and other bodies and discuss with them the sub- , 
ject of unform taxation. 

Mr. Cummins, representing the Civic Federation, made a 
short statement of the aims of the organization, and repeated 
the request for the appointment of a committee from this body 
to act in conjunction with similar committees from other asso- 
ciations, looking to the ultimate uniformity of taxation. 

Upon motion of Mr. Folk, the matter was referred to the 
Committee on Laws and Legislation. 

The matter of unfinished business relating to the report of 
the Committee on Unauthorized Insurance being called for, 
it was moved by Secretary Brinkerhoff, seconded by Mr. Ap- 
pleton, that the Secretary be instructed to submit to each State 
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Department a copy of the list of companies furnished by the 
Committee on Unauthorized Insurance, asking these depart- 
ments to verify the same as to companies in their States and 
return them to the Secretary, to be then submitted by him 
to the Committee on Unauthorized Insurance. 

Amended by Mr. Folk to provide that the corrected list 
shall be published with the proceedings of this meeting. 

Some discussion was had upon the question as to what 
companies ought and what ought not to be included in this 
list. 

The President: I think the Committee on Unauthorized 
Insurance understands the spirit of the resolution and the 
spirit of the Convention, and the reports coming from the de- 
partments in answer to the questions of the Secretary will 
contain such information as will enable the Committee to give 
to the public the desired information regarding companies 
which are doing a '* wild-cat" and unauthorized business, and 
not hurt those corporations which are doing a legitimate busi- 
ness. 

Upon vote being taken, the motion of Mr. Brinkerhoff as 
amended by Mr. Folk was unanimously adopted. 

The report of the Committee on Place of Meeting and Offi- 
cers for ensuing year being called for, Mr. Marshall reported 
as follows: 

Mr. Marshall: The committee unanimously recommends 
Baltimore as the place of meeting for next year, and suggests 
that the invitations from Put-in-Bay, Buffalo and Niagara 
Falls and Atlantic City be acknowledged by the Secretary. 

The committee also unanimously reports the following 
nominations for officers for the ensuiug year : 

For President — Hon. A. I. Vorys, of Ohio. 

For Vice President — Hon. John Lr. Bacon, of Vermont 

For Secretary — Hon. J. J. Brinkerhoff, of Illinois. 

Executive Committee — Robert P. McDavid, Alabama; Freder- 
ick L. Cutting, Massachusetts; Lloyd Wilkinson, Maryland; J. V. 
Barry, Michigan; H. D. Appleton, New York. 
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I move you, sir, the adoption of the report. (Seconded). 

Motion Tinanimously adopted, and officers recommended 
by the Committee declared duly elected. 

Mr. Marshall : As instructed by resolution, the Committee 
Bho considered the feasibility of selecting a permanent place 
of meeting. After a thorough discussion of the question, it 
was the unanimous opinion of the members of the Committee 
.that it would probably not be best to have a permanent place 
of meeting and hence the Committee reports it inexpedient. 

Upon motion of Mr. Dearth, report of the Committee upon 
this matter was adopted. 

Mr. Barry offered the following resolution : 

"Resolved, That the thanks of this Convention are tendered 
to the Chief Justice and Justices of the Supreme Court of the State 
of Ohio, and the Marshal of the Court, for their courtesy in placing 
at the disposal of the Convention this magnificent room, the use 
of which has so materially added to the pleasure of the Commis- 
sioners and aided in the proper dispatch of the business of the 
Convention." ^ 

The resolution was unanimously adopted by a rising vote. 

Mr. Cutting: Mr. President, inasmuch as the constitution 
requires that the election of officers shall be by ballot, I move 
you, sir, that the Secretary be instructed to cast the ballot of 
the Convention for the officers nominated by the Committee. 

Mr. Brinkerhoff : Mr. President, if I may be pardoned for 
voting for myself, I cast twenty-three votes for the officers 
named by the Committee. 

The Chair: The officers nominated by the Committee are 
unanimously elected. 

Mr. Green: I offer the following motion: 

"That the Committee on Fraternal Orders be requested to invite 
the representatives of fraternal congresses to meet them in con- 
sultation to prepare a uniform bill placing all fraternal insurance 
societies under State supervision; and that the Committee be asked 
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to place such bill as may be agreed upon in the hands of all 
Insurance Commissioners not later than January 1st, 1903." 

Seconded. 

Mr. Fletcher : Is it the intention of the member from Ar- 
kansas to delegate the powers of the Convention to the Com- 
mittee? If the report is made before next year, I cannot see 
how it can come before the next Convention for action. 

Mr. Green : I thought of that, but we must consider the po- 
sition of those States which have a meeting of the legislature 
this winter and none again for two years. While it will not 
be the bill of the Convention, it will have been favorably acted 
upon by the Committee in consultation with fraternal repre- 
sentatives, and would give us some idea of the formation of a 
bill which would cover the ground for two years, when such 
changes could be made as were in the meantime found desira- 
ble. 

Mr. Dearth: That is true of a number of States having 
legislative sessions this year and none again for two years. 
There is great need for some action in Minnesota on fraternal 
and assessment insurance. Some immediate relief is needed. 

Mr. Hadly : It might be a good idea to appoint an arbitra- 
tion committee to fix up matters between the Fraternal Con- 
gress and the Associated Fraternities. (Laughter). 

A division was asked for in the vote on Mr. Green's mo- 
tion, resulting in the adoption of the motion by a vote of 12 
ayes to 8 noes. 

Mr. Folk: I desire to make a motion supplementary to 
the resolution introduced by Mr. Barry. I move that a cor- 
dial expression of appreciation be extended to the Commis- 
sioner of Ohio, the Honorable A. I. Vorys, for the splendid 
and hospitable manner in which we have been entertained 
during our stay in Columbus ; also for the courtesies extended 
by the Governor of the State and other citizens of Ohio and 
the city of Columbus. 
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Seconded by Mr. Green, of Arkansas. 

Motion adopted unanimously by a rising vote. 

Mr. Dearth: I think there has been an oversight, in that 
the resolution of thanks failed to include the press. 

Mr. Folk : I meant to include the press, and to also include 
in that the Secretary and our efficient stenographer. 

The President : I will appoint the Commissioner from the 
District of Columbia and the Commissioner from New Hamp- 
shire to escort the new President to the rostrum. 

Mr. Folk : Before that is done I desire to voice the unani- 
mous sentiment of this body in the motion that this Conven- 
tion extends to its honored retiring President the assurance of 
its cordial good will and deep appreciation for the fair and 
impartial manner in which he has presided over its delibera- 
tions, and I move further that the Convention assures him 
of its everlasting good wishes wherever the lines of his life 
fall. 

I will put that motion by asking those in favor of it to 
rise. (All rise). I have the honor, Mr. President, to an- 
nounce that the motion is carried unanimously. 

President Hart : I thank you very sincerely. On account 
of the evolution of politics and the unalterable rule of our 
State as to the tenure of office, I retire from the position of 
Superintendent of Insurance January next. 

I assure you of my best wishes and my friendship for each 
and all of you from now until we shall be called to *'that 
bourne from which no traveler returns." (Applause). 

Will the committee appointed now escort the newly elected 
President to the chair? 

Mr. Vorys was brought forward by Messrs. Linehan and 
Drake. 

Mr. Yorys : 

Mr, Chairman and Gentlemen — I, of course, deeply appreciate 
the great honor you have bestowed upon me. I have enjoyed this 
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CJonvention very much. I enjoyed the Convention at Hartford and 
the one at Buffalo also. But here we have gotten (or at least 
I have) better acquainted with the members and their wives and 
the ladies accompanying them; and I feel very proud to be the 
head of this organization for the next year, composed, as it is, 
of such distinguished membership. 

I know I voice with you, as expressed by the resolution Just 
passed, deep regret at the retiring from membership of our able 
and distinguished President; and I know that you share with me 
the desire that his talents may now go into higher spheres of use- 
fulness. (Applause). 

Gentlemen, we want to have that photograph taken now! 
(Laughter and applause). 

The President : Gentlemen of the Convention, if there were 
three or four other as good singers as the Commissioner from 
New Hampshire, I would suggest singing in honor of our 
new President, * ' For He 's a Jolly Good Fellow V ( Laughter 
and applause). 

The Executive Committee w.as asked to remain for a short 
session, and upon motion of Mr. Dearth of Minnesota, Con- 
vention adjourned to meet in Baltimore in 1903, 

J. J. Bbinkeehoff, 

Secretary. 
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OFFICERS OF CONVENTION FOB 1902. 

President: 
A. I. VORYS, 
Superintendent of Insurance— Ohio. 

Vice-President : 

JOHN L. BACON. 

State Treasurer— Vermont. 

Secretary : 

J. J. BRINKERHOFP. 

Actuary Insurance Department— Illinois. 



EXECUTIVE COMMITTER: 

ROBT. P. M'DAVID, Alabama. FREDK. L. CUTTING. Massachusetts. 

LLOYD WILKINSON. Maryland. J. V. BARRY, Michigan. 

H. D. APPLETON, New ork. 



STANDING COMMITTEES: 

Laws and Legislation: 

LLOYD WILKINSON. Maryland. E. B. YATES, Missouri. 

THBRON UPSON. ConnecUcut. HENRY D. APPLETON, New York. 

CHARLES P. WOFFORD, Tennessee. 

Miscellaneous: 

HENRY YATES, Illinois. W. H. HART. Indiana. 

FRANK F. MERRIAM, Iowa. JOHN B. CHENAULT, Kentucky. 

R. E. FOSTER, Pennsylvania. 

Rates of Mortality and Interest: 
ELMER H. DEARTH, Minnesota. WILLIAM V. CHURCH. Kansas. 

GEORGE W. TRUITT. Maryland. CHAS. W. CROUTER, Colorado. 

WILLIAM BETTLE. New Jersey. 

Blanks: 

F. L. CUTTING, Masaschusetts. E. H. DEARTH, Minnesota. 

C. W. FLETCHER, Maine. H. D. APPLETON, New York. 

JAMBS V. BARRY. Michigan. J. J. BRINKERHOFF, Illinois. 

JOHN T. BRASEE, Ohio. 

Unauthorized Insurance : 
JAMES V. BARRY, Michigan. GEO. W. MARSHALL, Delaware. 

REAU E. POLK. Tennessee. JAMES R. YOUNG, North Carolina. 

J. A. NEDDBRSEN. Wisconsin. W. A. WRIGHT, Georgia. 

Place of Meeting and Officers, 1904. 

B. B. YATES, Missouri. JOHN C. LINEHAN, New Hampshire. 
F. HENDRICKS. New York. T. E. DRAKE, District of Cokimbia. 

GEORGE W. MARSHALL, Delaware. 

Committee on Reserve Other than Life: 

H. D. APPLETON, New York. NELSON B. HADLBY, Michigan. 

S. W. M'CULLOCH, Pennsylvania. F. L. CUTTING, Massachusetts. 

THBRON UPSON, Connecticut. J. J. BRINKERHOFF, Rlinoia. 

S. E. STILWELL, Ohio. 

Assets of Insurance Companies: 
THBRON UPSON. ConnecUcut. FRANK F. MERRIAM, Iowa. 

EMIL GILJOHANN. Wisconsin. STEPHEN W. CARR, Maine. 

CHARLES WESTON, Nebraska. 

Credentials : 

T. B. DRAKE, District of Columbia. C. C. GRAY, Rhode Island. 

H. C. SHOBER. SourtJi Dakota. JOHN L. BACON, Vermont 

R. T. HAZEL WOOD, Wisconsin. 

Fraternal Insurance: 

C. W. FLETCHER, Maine. FRANK H. HARDISON. Massachusetts. 
REAU B. FOLK, Tennessee. H. D. GREEN, Arkansas. 
J. B. REYNOLDS, MlssotirL ROBT. P. M'DAVID, Alabama. 

THBRON UPSON, Connecticut 
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Convention Record. 



The following is a Record of Officers and List of Places at 
which the National Convention of Insurance Commissioners has- 
been held since its organization: 



Ses- 
sion. 


Place of 
Meeting. 


President. 


Vice-President. 


Secretary. 


1, 1871 


New York... 


Geo. W. Miller, N.Y. 


L. Breeze, Wis 


H. S. Olcott, N. Y. 


2. 1871 


New York.. 


Geo. W. Miller, N.Y. 


L. Breeze, Wis 


H. S. Olcott, N. Y. 


3,1872 


New York... 


G»^o. W. Miller. N.Y. 


L Breeze, Wis 


H. S. Olcott, N. Y. 


4, 1873 


Boston 


L. Breeze, Wis 


J. W. Foard, Cal 


O. Pillsbury, N. H. 


5, 1874 


Detroit 


O.W. Chapman, N.Y. S. H. Rowe, Mich 


O. Pillsbury, N. H. 


6, 1875 


New York... 


O.W. Chapmau,N.Y. S. H. Rowe, Mich 


O. Pillsbury, N. H 


7, 1876 


Harrisburjs .. 


S. n.Rowe, Mich.... 


O. Pillsbury, N. H 


S. H. Rhodes, Mass. 


8, 1877 


St. Paul 


S. H. Rowe, Mich... 


O. Pillsbury, N. H 


S.H.Rhodes, Mass. 


9, 1878 


Providence .. 


<). Plllsbury, N. H... 


A. R. McGill, Minn 


O. T. Welch, Kan. 


10, 1879 


St. Louis .... 


(). Pillsbury, N. H... 


A. R. McGill. Minn 


O. T. Welch, Kan. 


11, 1880 


Chicago 


\. R. McGill, Minn.. 


J. L. Clarke, Mass 


O. T. Welch, Kan. 


1-2, 1881 


Detroit 


J. L.Clarke, Mass... 


P. L. Spooner, Wis 


O. T. Welch, Kan> 


13, 1882 


Ni'gara Falls 


J.L.Clarke, Mass... 


J. A. McCall, Jr., N.Y.. 


O. T. Welch, Kan. 


14,1883 


Columbus... 


(). Pillsbury, N. H .. 


C. P. Swigert, 111 


J.W. Brooks, Conn 


15,1884 


Chicago 


.I.A. McCall, Jr.,N.Y. 


C. H. Moore, Ohio 


C. P. Swigert, 111. 


16,1885 


Chicago 


J.A.McCall, Jr.,N.Y. 


E. Pringle, Mich 


C. P. Swigert, 111. 


17,1886 


St. Paul 


C. P. Swigert, 111.... 


H. J. Reinmund, Ohio... 


C. Shandrew.Minn. 


18,1887 
19,1888 


Ni'gara Falls 
Madison 


.T. K. Tarbox, Mass. 1 
P. Cheek, Jr., Wis.... 


S. R. Cross, R. I 

O. R. Fyler, Conn 


R. B. Brinkerhoff, 

Ohio. 
J.A.McEwen,Ohio 


20, 1889 


Denver 


O. R. ITyler, Conn... 


S. E. Kemp, Ohio 


Geo. B. Luper, Pa. 


21,1890 


Cleveland ... 


Geo. S. Merrill, Mass. 


S. E. Kemp, Ohio 


Geo. B. Luper, Pa, . 


22,1891 
23,1892 


St. Louis .... 
St. Paul 


Chas. P. Ellerbe, Mo. 
Geo. B. Luper, Pa... 


Geo. B. Luper, Pa 

Wm. H. Kinder, Ohio... 


Chas. B. Allen. 

Neb. 2. 
J. J. Brinkerhoff, 

111. 
J. J. Brinkerhoff, 

111. 
J. J. Brinkerhoff, 

111. 


24, m^ 


Chicago 


Jno. C.Linehan, N. H 


C. N.Smith, Minn 


25, 1894 


Alexandria 
Bay, N. Y. 


J as. F. Pierce, :N.Y.. 


B. K. Durfee, 111 
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Convention Recohd— Continued. 



Ses- 
sion. 



Place of 
Meeting. 



President. 



Vice-President. 



Secretary. 



26, 1895 

27, 1896 

28, 1897 

29, 1898 

30, 1899 

31, 1900 

32, 1901 

33, 1902 



MackinHc 

Isl'd, Mich, 
Philadelphia 

Old Pt. Com- 
fort. 
Milwaukee . 



Detroit 

Hartford ... 

BufTalo 

Columbus . ., 



H. K. Durfee, 111.., 

W. M. Hahn. Ohio 3 

.las. R.Waddill, Mo.4 

Steph.W.Carr, Maine 

Elmer H. Dejirth, 

Minn. 7, 
Kd. T. Orear, Mo 

J. A. O'Shaughnessy 

Minn. 
W. H. Hart, Ind.. 



W. M. Hahn, Ohio Fred L. Cutting, 

Mass. 
Jas. R. Waddill. Mo. .. 



Stephen W. Carr, Maine. 

W. A. Fricke, Wis 

Milo D. Campljell, Mich. 



Fred L. Cutting, 

Mass. 
Fred L. Cutting, 
Mass., 5. 
Fred L. Cutting, 

Mass.. 6. 
J. J. Hrinkerhoflf, 
111. 

W. S. Matthews, Ohio...'.T. J. Hrinkerhoff, 
I 111. 

K. L. Scofleld, Conn J. J. Hrinkerhoff, 

111. 

F. A. Howland, Vt 'J. J. Hrinkerhoff, 

' 111. 



1. Mr. Tarbox died before the Convention assembled. The Hon. Oliver Pillsbury, 
of New Hampshire, was chosen to preside over the Convention. 

2. Elected, but resigned before acting in Convention of 1891, and J. J. Hrinkerhoff, 
of Illinois, was chosen in his stead. 

3. Out of office at date of Convention, Jms. R.Waddill, Missouri, elected to preside. 

4. Out of office at dale of Convention, Stephen W. Carr, Maine, elected to preside. 

5. Not in attendance, J. J. Hrinkerhoff chosen Secretary pro tein. 

6. Elected, but declined. J. J. Hrinkerhoff chosen in his stead. 

7. Out of office at date of Convention. Ed. T. Orear, of Missouri, elected to preside. 

8. Out of office at date of (.'onvention, W. H. Hart, of Indiana, elected to preside. 
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